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' THE PRESIDENT'S SCHEDULE

Wednesday - May 10, 1978

8:15  Dr. zbigniew Brzezinski - The Oval Office.
8:45 Mr. Frank Moore - The Oval Office.
9:00 'Meeting with Labor Leaders/Inflation.

(30 min.) (Mr. Stuart Eizenstat) - The Indian Treaty Room.

10:00 Greet Co-Chairmen of the DNC Southern States
(5 min.) Fundraiser in Houston. (Mr. Tim Kraft).
The Roosevelt Room.

10:30 Mr. Jédy Powell - The Oval Office.

12:00 Lunch with the Joint Chiefs of Staff.
(Dr. Zbigniew Brzezinski) - The Roosevelt Room.

1:30 - National Security Council Meetipg.
(30 min.) (Dr. Zbigniew Brzezinski) - Cabinet Room.

2:30 Greet Officers, Board of Directors and Members

(10 min.) of the American Retail Federation. (Mr. Hamilton
’ Jordan) - Room 450, OEOB. . :
2:45 GSA Administrator Jay Soloman. _CMr. Jack Watson).

(10 min.)" The Oval Office.



MR. PRESIDENT:

YOU WILL BE SEEING THE AMERICAN
RETAIL FEDERATION BOARD AT 2:30.

ATTACHED, THE POINTS THEY ADOPTED
AT LUNCH TODAY.

TK



ANTI-INFLATION DISCUSSION POINTS

While retailing has not been a major contributor to inflation, nevertheless we recog-
nize the dangers of inflation and the necessity of making a voluntary program work. There-

fore, the Board of Directors of the Amer/can Retail Federat/on has adopted the following
f/ve-pomt program - : .

1. An announced decision by the Board of Directors of the American Retail Federa-
tion that our objective is to find ways to keep costs to a level in support of national goals.

2. To maintain retail prices to conform to the present practice in well-run retail -
stores of comparable quality, and to resist any cost price increases unless the supplier can
demonstrate that the price increases can be justified. To work with suppliers, in the design
and specification of merchandise toward keeping prices as low as possible, and to exert a
maximum effort to control all other operating costs.

3. To develop methods to control inflation with particular emphasis on increas-
ing productivity, and to publicize these methods to its members. _ B

4. Sponsor a meeting or series of meetings between retail executives and Adminis-

tration officials to explore ways that |nﬂat|on can be countered without resorting to formal
e ———————
restraints. :

5. Establish a joint public information program involving the government depart-
ments having inflation fighting responsibility, and state and national retail associations and

their members, similar to the Shep Early—Mail Early program in which retailing jointly
partucnpates with the U, S Postal Service.

Although we plan to do all possible to fight inflation, we reco_(}nize that major
contributing causes to inflation are excessive_government expenditures and costly qovern-

ment requlations. Our pledge is to work in /omt and cooperat/ve effort with the government
to combat inflation.
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THE WHITE HOUSE ( ‘

WASHINGTON _—

May 9, 1978

MEMORANDUM FOR THE PRESIDENT
FROM: Jack Watso

SUBJECT: YOUR MEETI WITH JAY SOLOMON,
GENERAL SERVICES ADMINISTRATION,
Wednesday, May 10, 1978 at 2:45 p.m.
Oval Office (10 minutes)

As an off-shoot of the Administrative Services Reorganiza-
tion Project, Jay has developed an interesting proposal
for cutting admlnlstratlve costs across the federal
government. Those costs amount to a staggerlng 25 percent
of the federal budget (according to Jay's projections for
FY 79) and include travel, rent, communications, supplies,
etc. 1In other words, a 10 percent savings in "overhead"
could save $12.5 billion per year.

. Jay proposes to use GSA as a prototype for a new incentive
system. Instead of providing GSA departments with line
item expenses, such as telephone, travel, supplies,
furnishings, etc., he would give each-department a lump

sum amount for administrative costs. He would then direct
the department head to try to cut those costs by 10 percent.
If such savings were achieved, half of the amount saved

would be rebudgeted for their programs,_and half would go
to the Treasury.

The problem under the existing system is that there is no
incentive for savings. For example, if an agency has a line
item for fuel o0il, the bureaucracy feels that it must spend
the budgeted amount on fuel o0il because they cannot use it
for telephones or programs. Returning any savings to
Treasury would jeopardize their pleas for more money the
following year. Jay's view is that if agencies felt they
could increase their program levels by achieving real
savings in overhead, that would be real incentive.

Jay feels strongly that the PRP group looking at adminis-
“trative services reorganization should be addressing this
type of "management" initiative more and focusing on shifting




around organizational structures less. (It might be a
good idea to try this approach with one of the Cabinet
departments to see how it would work with one of the

"program" agencies. I could discuss the idea with OMB
and see how it might be done on a experimental basis.)

Jay announced yesterday that he has appointed Vincent
Alto, a former trial attorney and FBI employee, as ~
special counsel to investigate allegations of fraud
and misconduct in his agency.
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" THE WHITE HOUSE
WASHINGTON

May 10, 1978

Frank Moore

The attached was returned in
the President's outbox. It is
forwarded to you for appropriate
handling.

Rick Hutcheson

CALL TO HUDDLESTON .
PROPOSED CALL TO WAGGONER
NOT DONE




THE WHITE HOUSE
WASHINGTON

WEDNESDAY - MAY 10, 1978

1:00 P.M.

MR. PR'ES'IDENT

‘SENATOR ,EU‘DDLESTON CALLED.

FRANK SAYS THE SENATOR WANTS TO
kECOMMEND AL SMITH, WHO IS UNDER
CONSIDERATION FOR THE TVA-——SMITH

WILL BE INTERVIEWED.



THE WHITE HOUSE

WASHINGTON.

May 10, 1978

MEMORANDUM FOR THE PRESIDENT

FROM: FRANK MOORE j:777 é R

SUBJECT: REQUEST TO CALL CONG. JOE WAGGONER (D-LA)
REGARDING NATURAL. GAS

Waggoner has been "worked on" by the Speaker,

Secretary Schlesinger, Cong. Lud Ashley and Charlie Wllson
all day long to accept the Charlie Wilson proposal that
evolved out of your meeting yesterday. Joe Waggoner is
"delaying his decision. A call from you would be helpful.

TALKING POINTS

Joe, I know you know the cost of not getting an energy
bill as much as anyone in Congress. This bill is the
best we are going to get. It is a good balance between
consumers and producers. It is good for Louisiana, and
I need it. :

I am asking you to accept this proposal and go in there
today and vote for it.
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" THE WHITE HOUSE
WASHINGTON

May 1G 1978

Bob Linder

The attached was returned in the
President's outbox yesterday
~and is fcrwarded to you for
. appropriate handling.

Rick Hutcheson
FOR THE RECORD - The President's

request was fulfilled - Schultze
concurs.
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+ EXECUTIVE OFFICE OF THE PRESIDENT wé'é J
OFFICE OF MANAGEMENT AND BUDGET 6;,
WASHINGTON, D.C. 20503 . ;‘M

MAY ©1978 Sondf

MEMORANDUM FOR THE PRESIDENT

FROM: James T. McIntyre,'Director
Office of Management and Budge

SUBJECT : Review of the Federal Statistical System
A Presidential Reorganization Project

As a result of concerns expressed by several of your
advisers, I have approved the start of a review of the
Federal Statistical System within the President's
Reorganization Project. The study will address the
increased need for coordination resulting from the
continued creation of new important statistical
activities and the fact that more than 100 Federal
agencies now produce statistical data and information.
It will also focus on the following issues:

° wasteful Federal expenditures and unnecessary
private reporting burdens, together with gaps
in necessary data, that result from inadequate
coordination and planning;

The conflict between the need to protect the

real and perceived integrity of Federal statistics
by keeping statistical agencies isolated from
political decisions and the equally demanding
need for better linkages between statisticians,
analysts and policy-makers, so that the data
produced will be relevant;

The proper balance between the need for full
access to Federally gathered data, so that
the greater benefits may be obtained, and

the necessity for confidentiality and privacy,
which greater access may threaten;
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° How the Federal Statistical System can best be
provided with an ability to change and keep up
to date with the rapldly changing world it is
supposed to track.

The Project will propose and examine several options
on how the Federal statistical system can be better
'organized -- from both a functional, structural and

. management point of view. The Project Director,

Dr. James T. Bonnen, is now on board, and the study
will involve all those with stakes in the statistical
system. We expect to provide you with recommendatlons
in November 1978. :

A memorandum from you to the heads of departments and
agencies, announcing the Project and asking for their

assistance, is attached for your signature. It has been
edited by Jim Fallows.



‘THE WHITE HOUSE

. : - . WASHINGTON

MEMORANDUM FOR THE HEADS OF

EXECUTIVE DEPARTMENTS AND AGENCIES

SUBJECT: Review of the Federal Statistical System

I have directed my'Reorqanization Project staff to perform a
comprehensive review of the organization of the system that
collects, evaluates and dlssemlnates statlstlcal data for the
Federal government.

This Nation has the most accurate and efficient statistical
system in the world. But a number of persistent problems--
including the burden placed upon respondents and the respon-
siveness of data to policy needs--indicate a pressing need
“to improve the coordination of Federal statistical act1v1t1es,
which are grow1ng at an increasing rate.

- The study will use to the maximum extent the work that has

been done in previous efforts. During the course of the

study the project staff will be seeking the advice and support--
including staff assistance and other resources--of many of the
agencies that are part of our statistical system. I trust youm
will cooperate to the fullest extent possible. 1In addition

to Federal agencies, the project will need the advice and
counsel of the Congress, State and local governments and the
public.

To ensure that all affected parties are informed, I have
directed that this memorandum be published in the Federal
Reglster. _
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EXECUTIVE OFFICE OF THE PRESIDENT

OFFICE OF MANAGEMENT AND BUDGET .
WASHINGTON. D.C. 20503

MAY < 1978

MEMORANDUM FOR THE PRESIDENT

FROM : James T. McIntyre, Director i{Signed). Jia
Office of Management and Budget

SUBJECT: Review of the Federal Statistical System
A Presidential Reorganization Project

As a result of concerns expressed by several of your
advisers, I have approved the start of a review of the
Federal Statistical System within the President's
Reorganization Project. The study will address the
increased need for coordination resulting from the
continued creation of new important statistical
activities and the fact that more than 100 Federal
agencies now produce statistical data and information.
It will also focus on the following issues:

° Wasteful Federal expenditures and unnecessary
private reporting burdens, together with gaps
in necessary data, that result from inadequate
coordination and planning;

The conflict between the need to protect the

real and perceived integrity of Federal statistics

by keeping statistical agencies isolated from
political decisions and the equally demanding
need for better linkages between statisticians,
analysts and policy-makers, so that the data
produced will be relevant;

The proper balance between the need for full
access to Federally gathered data, so that

the greater benefits may be obtained, and

the necessity for confidentiality and privacy,
which greater access may threaten;



-2-

How the Federal Statistical System can best be
provided with an ability to change and keep up
to date with the rapidly changing world it is
supposed to track.

The Project will propose and examine several options
on how the Federal statistical system can be better
organized -- from both a functional, structural and
management point of view. The Project Director,

Dr. James T. Bonnen, is now on board, and the study
will involve all those with stakes in the statistical

system. We expect to provide you with recommendations
in November 1978.

A memorandum from you to the heads of departments and
agencies, announcing the Project and asking for their
assistance, is attached for your signature. It has been
edited by Jim Fallows.



THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR THE HEADS OF

EXECUTIVE DEPARTMENTS AND AGENCIES
SUBJECT: Review of the Federal Statistical System

I have directed my Reorganization Project staff to perform a
comprehensive review of the organization of the system that
collects, evaluates and disseminates statistical data for the
Federal government.

This Nation has the most accurate and efficient statistical
system in the world. But a number of persistent problems--
including the burden placed upon respondents and the respon-
siveness of data to policy needs--indicate a pressing need

to improve the coordination of Federal statistical activities,
which are growing at an increasing rate.

The study will use to the maximum extent the work that has

been done in previous efforts. During the course of the

study the project staff will be seeking the advice and support--
including staff assistance and other resources--of many of the
agencies that are part of our statistical system. I trust you
will cooperate to the fullest extent possible. In addition

to Federal agencies, the project will need the advice and
counsel of the Congress, State and local governments and the
public.

To ensure that all affected parties are informed, I have
directed that this memorandum be published in the Federal
Register.



q:.00 AM
U.S.DEPARTMENT_OF LABOR

OFFICE OF THE. SECRETARY

WASHINGTON i .7

May 9, 1978 S -

MEMORANDUM FOR THE PRESIDENT
FROM: RAY MARSHALL 1Qm,

SUBJECT: Your Meeting on Inflatioﬁ with Labor Leaders,
Wednesday, May 10, 1978 :

On Monday, May 8, 1978, Bob Strauss and I gave you a memorandum
outlining our recent discussions with George Meany and our
expectations for your meeting with the labor leaders. A

copy of that memorandum is attached. To provide you a '
clearer idea of both the structure and likely outcome of

the meeting, I thought a follow-up memorandum would be useful.

FORMAT

The meeting will begin at 9:00 a.m. in the Indian Treaty Room
(Room 474) of the 0l1ld Executive Office Building. No other
room was available that could accommodate a large meeting.
The meeting will last for a little more than one hour.
Approximately 30 labor leaders will attend in addition to
Administration officials and White House staff. Bob and I
will jointly chair the meeting until your arrival or after
your departure. Both of us will plan to make short state-
ments and then open the meeting up for discussion. The- _
meeting is structured to encourage an exchange of views on
both your anti-inflation program and other ideas the labor
people may have. Each person invited was sent a copy of

your speech on inflation to the American Society of Newspaper
Editors with the letter of invitation. I believe we can
expect a lively exchange.

PRESS

_Upon your arrival, the press will be permitted to come into
the room briefly for film and photo opportunities. After the
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meeting, Bob Strauss and I together with George Meany,
will be available for comment to reporters on our way out
- of the 01d Executive Office Building. George Meany plans
to immediately reconvene the AFL-CIO Executive Council to
discuss and adopt a resolution on the economy. He will
hold his own press conference at 12 or 12:30 p.m. in order
to discuss the resolution. I expect that he will use this
-press conference to give his assessment of our meeting and
the AFL-CIO position on inflation policy.

SUGGESTED TALKING POINTS

I suggest that in your remarks you consider making the
following points:

Many of the goals that you and organized labor
share, such .as a further reduction in unemploy-
ment, the Humphrey-Hawkins bill, labor law reform,
national health insurance, and other needed social
programs will be most difficult to achieve if we
don't get inflation under control. :

Equally as important though,. is the fact
inflation hits workers, particularly low income
workers, harder than any other group.

"* Reflecting the impact inflation has on workers,

the Harris survey shows that 83 percent of union
" members think rising prices are a more important

personal problem. than unemployment. Even more
significantly, 54 percent would rather take a pay
increase smaller than the comparable price rise
if they were sure that the cost of living would
"be brought under control rather than a pay raise
that is more than the rising cost of living without
that assurance.

+ Inflation is a serious problem that we need to work

- together to solve.. It began many years ago and it
won't be solved by increasing unemployment nor does
the Administration pI&n to impose wage and price -
controls. But we do need the cooperation of buBiness
and labor.
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* Although in a system of free collective bargaining
wages and benefits are collectively bargained and
most often ratified by union members in a demo-
cratic.process, the Administration hopes that:

'——-The leaders of organized labor will exert
~ some leadershlp in. seeking moderation of

wage demands.

:-—Labor w1ll.cooperate.with the Administra-
tion's effort to slow inflation in particular

. sectors. 'Specifically, labor will cooperate
with the attempt to slow inflation in the
health sector by. pledglng to support hospltal—

" cost containment - and to- help - move that legis-
lation through Congress.

-~-If price increases decele;a;e, ‘labor will work

to see that wage increases will decelerate-
also, ‘on average. ~

Attachment
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PARTICIPANTS

ADMINISTRATION

Ray Marshall

Bob Strauss

Charlie Schultze

Barry Bosworth -

Dan Brill, Assistant Secretary of Treasury
(Representlng Mike Blumenthal

Peter Henle, Deputy Under Secretary of Labor

Paul Jensen, Executive Assistant and Counselor
‘to the Secretary of Labor

‘Arnold Packer, A551stant Secretary of Labor

‘Landon Butler

Stu Eizenstat

-AFL;CIO

. George Meany
Pre51dent

Lane Kirkland
Secretary-Treasurer

Tom Donahue :
Executive Assistant to
the President

Rudolph Oswald }
Research Director

Albert Zack
Director, Public Relations

Emmet Andrews
President .
American Postal Workers Unlon

Kenneth T. Blaylock

President

American Federation of
Government Employees

Peter Bommarito
President o : - -
United Rubber Workers o

- 801l C. Chaikin

President

International Ladies"
Garment Workers Union



_.AFL -CIO (contlnued)

Al H. Chesser
President ‘
Unlted Transportatlon Union

Murray H. Flnley
,President
~Amalgamated. Clothing and
' Textlle Workers Unlon

ADav1d J. Fltzmaurlce

President

International Union of Electrlcal
Radio & Machine Workers

Angelo Fosco

_President . .

Liaborers.! International:
Unlon of North America

Thomas W. Gleason

President

International Longshoremen S:
Association :

Paul Hall
President : e
“‘Seafarers Internatlonal Unlon

- Edward T Hanley
President : ' p
Hotel & Restaurant Employees'

and Bartenders™ Internat10na1 Unlon'ni,'

Fred J. Kroll~

President

Brotherhood of Rallway, A1r11ne
and Steamship Clerks

Johnh H. Lyons '

President

International Assoc1at10n of Brldge
.and Structural Iron Workers

‘William. H. McClennan

President

International Ass001at10n of
Firefighters



‘AFL—CIO (cdntinued)

Frederick O'Neal

President o

»Ass001ated Actors & Artists
.of Amerlca .

Harry R. Poole
.President :
Amalagmated Meat Cutters'

. and Butcher Workers of N. Am...

S. Frank Raftery

Pres1dent

Internat10na1 Brotherhood of
Painters and Allied Trades of
U S. ‘and Canada

Joseph P. Tone111

_'President

- United Paperworkers Internatlonal
o Unlon ' :

R J C Turner}

President
~ International Unlon of
A Operatlng Engineers

"Martin J. Ward
President ‘ ’
United Ass001atlon, Plumblng
and P1pe F1tt1ng Industry

.Glenn E. Watts

"President

_Communlcatlon Workers of
America.

TWilliam W. Winpisinger -
President '

Internat10na1 Assoc1at10n
~-of Machinists

. Jerry Wurf

President :

- ‘American Federatlon of’ State,

. County and Municipal Employees



AFL-CIO (continued)

Alvin E. Heaps
President
Retail, Wholesale
and Department Store Unlon

UAW -

Pat Greathouse

Vice President

(0fficially representing Douglas Fraser,

. UAW President)

‘Howard Young

. Special Consultant to

Douglas Fraser -

. Stephen-Schlossberg
- Director, Government and
Public Affairs.

Frank James :
Admlnlstrative Ass1stant
to the Pres1dent



SCHULTZE/BOSWORTH
ATTACHMENT



THE CHAIRMAN OF THE
COUNCIL OF ECONOMIC. ADVISERS

WASHINGTON

May 9, 1978

MEMORANDUM FOR THE PRESIDENT

From: Charlie Schultze‘kﬁ
Barry Bosworthfg;

Subject: Meeting with Organized Labor

You will be meeting with George Meany, the AFL-CIO ,
Executive Council, and representatives of the UAW Wednesday
morning on the inflation issue.

Ambassador Strauss and Secretary Marshall met with
Mr. Meany last week to sound him out on contributions that
organized labor might make to the deceleration effort.
That meeting did not go well. Mr. Meany repeated his view
that deceleration must occur on the price side first.
Reductions in wage increases would automatically follow
because of smaller cost-of-living increases.

o This is the same response that sustains the
current inflation as wage increases are justified
by price increases and higher prices by higher
wages.

o Not all contracts have escalator clauses; those
‘that do change wages by a smaller percent than
price changes; and such contracts also have fixed -
wage increases larger than productivity gains. ‘

In view of this attitude, we are unlikely to obtain
any significant concessions in this meeting. Yet, there
is no point to a confrontation at this time. We have
discussed the situation with Ambassador Strauss and we
all agreed you should use the opportunity to emphasize
several points: .

o We recognize that wage increases were not the
cause of the current inflation. But they are
a major factor in sustaining the inflation.




oS

-- There have been very small gains in the average
worker's real income over the last decade. This
is the result of large food and fuel price
increases and a very poor productivity performance.
It does not reflect a decline in labor's share of
total income in the industrial sector.

This Administration is strongly committed to
expanding employment; but to an. increasing extent,
its eIforts are constrained by growing concern
about inflation.

-- Failure to: make progress against inflation will
make it increasingly more difficult to mobilize
publlc support for measures to keep the expan31on
.going.

-- Reaching and sustaining lower levels of unemployment
will simply not be possible if inflation accelerates
-- as it is likely to . do in the future unless we
begin bringing it down now.

-~ No matter who is running the Fed, they simply

will not print money to accommodate a rising
inflation. _ '

mtm——

Failure to make progress against inflation soon

- will therefore leave only two options: recession

or more restrictive limitations on wage and price
increases.

- It is a serious national problem which will
require everyone's effort if it is to be
solved.

—-- Organized labor cannot simply sit back and
wait ror others to take the first step ~- they
must play an active role. There must be a
simultaneous step-down of everyone s wage and
pricé ificreases.

As its contrlbutlon, the Qovernment will work hard
to sustain expansion and it will make every effort

to avoid those actions which raise prices and
costs directly.

== You could point to the 4.5 million gain in jobs
since January 1977 and the 1.8 percentage point

e e—————

fall in unemployment since late 1976.
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--= The threatened veto of the farm bill.

-- Organized labor cannot complain about many
of the government's actions over the last year
that added to the inflation since they initiated
many of the requests for trade restraints, new
regulations, and the minimum wage increase.

-- Food prices have risen sharply in recent months,
but they are likely to moderate substantially
during the summer. -

-- Several major industries have .already indicated
that their price increases will meet the
deceleration objective f{e.g., autos, aluminum,
railroads), and we expect to make similar
progress with others. You may wish, at this
point, to ask Bob Strauss to report on the
cooperation he is getting from business.

-- We are confident that we can insure that there
" will be no widening of overall profit margins
- at the expense of labor during 1978.

There has been a significant acceleration in wage

Q%Lg_lnggggggs over the last year that reflects more
than the minimum wage increase and the coal settlement.

-- This appears to be primarily the result of higher
non-union wage increases. :

-—- Improvements in real wages will be limited in
1978 by food price increases and a very poor
growth of productivity; but larger wage increases
will not change that and will only add to inflation.

Efforts to moderate these non-union and small union
wage increases are seriously hampered by the much
larger wage gains within the highly visible basic
industrial core of the economy (steel, autos,
Teamsters, railroads, communlcatlons, electrical,
etc.$ -

-- Wage and fringe benefit increases of this
gToup Of WOTKRSYE are running in the range of
9-1/2 to 10 percent annually compared to
7 to 8 percent in the rest of the economy.




- -

-— Efforts to close this wage gap by higher
increases at the bottom will worsen the
inflation.

-— Deceleration of these large gains is imperative -
. if we are to keep inflation from getting worse
in 1979 and 1980.

We are seeklng to avoid confrontatlon with them
over this issue.

~—- We have avoided reference to a single number and
have sought to discuss individual situations
- ahead of time.

-- In general terms, ‘we have sought a deceleration
in the magnitude of average wage and fringe:
benefit increases; but with a recognition that
those who have received larger than average
increases must decelerate more.

We are not asking that organized labor support the
anti-inflation program in all of its details; but

—= They .could endorse the general concept.

—— They could publicly recognize that labor will
need to play an active role in a deceleration
of both prices and wages. -

-- We realize that they cannot promise any specific
actions in advance. But we are asking them to
consult and work together with us to help avoid
wage settlements that threaten to torpedo the
deceleration objective.

(Organized labor will offer its support for the
hespital cost containment bill. But, this support
has been obtained by exemptin ital labor costs
from the cost containment effort. Thus, it implies
no restraint on their part and may worsen the
problem of wage inflation for hospitals.

-- This support, on the other hand, would be
helpful to Administration efforts to pass
the hospital cost containment bill.

~-- On balance, their support will be helpful but
it costs them nothing.)




MARSHALL/STRAUSS
ATTACHMENT



U. S. DEPARTMENT OF LABOR

OFFICE: OF THE SECRETARY
WASHINGTON

8 May 1978
MEMORANDUM FOR: THE PRESIDERNT

FROM: | RAY MARSHALL
o Secretary of Laborx

ROBERT S. STRAUSS
. Special Representative for
Trade Negotiations

SUBJECT: . YOUR MEETING WITHE THE LABOR LEADERS,
| WBDNESDAY, MAY 10, 1978 ,

On the morning of=May 10, you will be meeting with George
Meany, Lane Kirkland, the members of the AFL-CIO Executive
Council, and several UAW vice presidents. Unfortunately,
Doug Frasexr will be iIn Sweden. He has been providing strong
support. The subject of the meeting is your anti~inflation
program. We met with George Meany, Lane Xirkland and Tom
Donahue on Thursday afternoon to discuss your meeting. Our
analysis of the situation, based on that session and on
previous meetings,.is as follows:

It is clear that the unions are skeptical of the ggtentlal
effectiveness of the Administration's anti-inflation -
olicy. The unlons, moreover, are unwilling to practice
wage géceleration prior to any indication of a slowdown in
price inflation. In particular, they believe that wage
increasea must be adequate to keep workers ahead of the
increases in the prices of basic goods such as food, health
care and housing costs. Although they may not admit it
explicitly, we believe that Meany does have an understanding
- of labor's stake in solving the inflation problem—--the stake
" being an avoidance of a recession and/or wage price controls.
‘Ray Marshall’s recent memo to George Meany laying out the
‘unions' interest in a successful anti-inflation policy is
-attached.

: M:. Meany may not be aware of the results of the Harris

- Survey which indicated that union members consider rising
prices a greater personal problem and a more important _
- problem for the country than high unemployment (83-7 percent
as a personal problem, 46-39 percent as a problem for the
country). Even more important, 54 pexcent of union members
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would rather take a pay increase smaller than the comparable
price rise if they were sure that the cost of living would
be brought under control rather than a pay raise that is
more than the rising cost of living without that assurance.

The critical issue, in our judgment, is that without the

- assurance of a slowdown in the rate of inflation the labor

unions are unwilling to accept deceleration as a principle
in their wage negotiations. It also appears that Meany is

‘unwilling to make a call for cooperation that would be

repudiated by a large number of labor leaders. Specifically,.
he states clearly that he, Meany, does not want to make a
commitment that he cannot keep. OFf course, Mr. Meany is not
personally Involved in any negotiations and so cannot be -
asked literally to commit organized labor to a specific

negotiating posture. He does not want to be put into the

embarrassing position of being repudiated as. the 1eader of
the labor movement.

Degpite all these.prohlems, however, we believe that the
meeting with the labor leaders can be very successful for
your anti-inflation policy. While much of the following
requires checking, we think that we can get the labor
leaders to agree on the following:

(1) Labox supports the Administration's deceleration
goal. It recognizes that labor's economic and social
goals are threatened by any acceleration in the inflation
rate,. c

(2) Labor will cooperate with the Administration's effort

- to slow inflation in particular sectors. Specifically,

- labor will cooperate with the attempt to slow inflation .
in the health sector by pledging to support hospital-
cost containment and to help move that legislation
through the Congress. '

{(3) If price increases decelerate, labor expects that wage

Increases will decelerate also, on average. (Meany \
raised the problem of weak unions which did poorly in. .

. the last round of negotlatlons. These unions may be
aiming for higher settlements in the next round although '
they are unlikely to win large wage increases )

There are likely, of course, to be some demurrers. ' Meany
may ask for a continuing commitment to free collective

- bargaining. He may also criticize recent tough talk that
jcould lead to anticipatory inflation in fear of future wage
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and price controls. Accordlng to Tom Donahue, Emmlt Andrews,
President of the American Postal Workers Union, AFL-CIO,
will object to the pay cap on Federal employees.

Attachment B lists the labor leaders we expect at the
neeting on the 10th.

Attachments
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Attachmeﬁt A

APR 2 ¢ 1978

Mr. Ge orge Meany

President ' '

Aerican Federation of Lakor
and Ccngress. of Industrial
Organlzations

815 léth Street, H

Washington, D.C. AOOOS

Dear George:

You asked for my thoughts on the relationship of the 2ad-
ministration’s anti-inflation policy to the interests of the

unions and to collective bargaining. I believe the following .

are rost 1:nportanc.

‘whe rmost serious threat te ths goals that Lakor and the

Zdminlistration share is the possibility that inflation

will accelerate. Accelerating inflation will surely cring a
premature end to the economic recovery and to our hoces for

ach*eVLng the coals of the Humphrey~Hawkins Bill. If
inflation . crelerahes, it will be more difficult to pass

IHumghrey—-hHawkins, Labor Law Reform, and all of the social

leglislation such as MNational lealth Insurance, that are part

" of the agenda of both the XAdministration and the AFPL~CIO.

Failure to control inflation nmight well lead to outcomes
that we would both find abhorrent.. The probability of a
recession would increase as would prnssures for some form of
wage and price controls,

Yorkers are concerned about real wagas—--not wersly money :
wage increases that are eroded by inflation. Union members,
thereiore, 23 well as the rest of the population, are quite
concerned-about inflation. 7The latest Harris Foll indicates
that union membexs rank inflation as a wore lrportant -
problem than unemplo»ment.:-xhl reasonlng .convinces me that

Labor has as much at skake in alow1ng 1nflation as, does tbe"au

pdmlnistratlon.“‘

Yot only does’ Labor have an. ‘important stake in the out»ome}'
of.the_Aaministration 3 inflation policy, there are also

A



conpelling reasons for Labor to cooperate with tho Adninis- !
“tration. There is already broad, although misplaced, belief

-+ that unions are responsible for inflation. The Administration

. yrecognizes that collective bargaining settlements have not
. besn a major element causing inflation. Settlements in 1977
- were modestly lower than those f{n 1976. The recent coal = -
settlement, however, will not help reduce inflation 1if it 1:
used as a pattern in settlements by the Teamsters and
others--even though coal is uniqus and traditionally bas not
"been a pattern setter. ~There is some evidence, moreover,

;‘j that wage increases among non-union employees may have
. accelerated. . The hourly earnings index has increased by -

overxr B percent in the last 12 months compared to approxi— '

'l.mately 7 percent in the previoun 12 months._

In termn of . public image, Labor has little to gain by not
cooperating with the President, and much to lose. Other-
wise, if the program is a success, Labor will get no. credit,
if a fallure, Labor wmight be viewed as the wvillain. What.
ever the success of the Administration's program, it will =~
be in Labor s interest to have 1nd£cated their cqueration. c

The public attitudes tounrds Labor 8 relationship to the' S
anti-inflation program is important. More important, -
however, is the m;emmmmmmmh
1f you cooperate -with the anti-inflation affort. As you -
know, we have been urging that the anti-Inflation program

" include a sustained and careful analysis of inflationary

. elements in the oconomy on a sector-by-sector basis.  We ;.“'
. -bellieve thie sectoral approach is superior to sinqle ahot
decisions on lndividual negotiations.

With your cooperation, we believa that the anti-inflation
policy will give adeguate emphasis to non-labor coats such
a8 health insurance premiums, interest rates, property
costs, and the other things you mentioned in your speec\ to
the auildinq mrades Departmsnt 1egislat1va conference.‘

'Union cooperation 1n the anti~inflation program 13 extremely
inportant to the Administration. 1t is needed to give = ~
greater credibility to the entire effort. - We undarstand -
that you do not agree with- everything in the program, such -
- as the paycap on_Pederal workers. But, we believe that "f ,
. most of the program deserves your support. The President's .
program Goes not interfere with the workers' right to pro- .
. test nor their right to fight for what they consider. equ1-~ L

Zl-jtable collective bargaining settlements. It does not - ST
'intend to fight 1n£1ation with high unemployment.- I believe "4,‘;:2
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you aqrec with our emphasls on health care coats and it
would be halpful if Labor clarified its position on hospital

' ?  cost containment. The sectoral approach, that I described
. abova, is another portion of the President's program that .
‘“Labor could commend publicly. :

- - In summary, the lahor movement and ‘the Administration have"
more interests in common than disagreements over inflation -

policy. Accelerating inflation is a threat to our shared .=
goals; it is in both our interests for the labor movement to
cooperate with the effort, and there is more agreement than
disagreement on the specific elements of the program.'

The President would like. to meet soon with leaders of

' organized labor. Bob Strauss has already talked to you'

about this. We are proceeding with the arrangements and

.bhope tha meetinq will prove valuable to a11 concerned.

Thank you for your consideration. -

Eﬁ’“x‘

b\GN
Secretary of Labor




Attachment B

'ATTENDEES FOR THE LABOR LEADERS MEETING

WEDNESDAY, MAY 10,

George Meany -
President
AFL-CIO

1978 .

AFL-CIO EXECUTIVE COUNCIL

Emmet Andrews
President
American Postal Workers Union

Kenneth T. Blaylock

President

American Federation of
Government . Employees -

Peter Bommarito .
President
United Rubber Workers

Sol C. Chaikin

President

International Ladies' Garment
Workers Union

Al H. Chesser

-_Pre51dent

-.Unlted Transportatlon Unlon

C. L. . Dellums

President ' _

Brotherhood of Sleeplng
Car Porters

Tom Donahue
Executive Assistant to the
President

Murray H. Finley

President

Amalgamated Clothlng and
Textile Workers Union

. pavid J. Fitzmaurice

President . :

Internat10na1 Union- of
Electrical, Radio &
Machine Workers

Angelo Fosco
President

. Laborers' Internatlonal

Union of North America

Thomas W. Gleason

President

International Longshoremen s
Assoc1ation

'_A F. Grospiron

Pre51dent A
0il, Chemical & Atomic
Workers International Union

Matthew Guinan
President

" Transport Workers Unlon

Of Amerlca

Paul Hall -

President
’_Seafarers Internatlonal Union

‘Edward T. Hanley-

President '

Hotel & Restaurant Employees
& Bartenders' International
Union o '

Alvin E. Heaps .
President - -

_Store. Unlon'iﬂpo‘

ALane Klrkland .
- Becretary-Treasurer .

Fred J. Kroll
President’

’Brotherhoodvof Ra11way,7‘

3 Alrllne & Steamshlp Clerks-

Retail, Wholesale & Department ;



John H. Lyons

President _

International Association
of Bridge & Structural
Iron Workers

|

| . . .

| Lloyd McBride

‘. o President

- ' United Steelworkers of America
i
\

William H. McClennan

President

International Association of
Fire Fighters

"Frederick O' Neal

President

Associated Actors & Artists
of America

‘Harry R. Poole
President

Amalgamated Meat Cutters & Vo

Butcher Workers of
North America

S. Frank Raftery

President } v :
; ~International Brotherhood of
| o Painters & Allied Trades
| _ ’ of United States & Canada

William Sidell

President

- United Brotherhood - of
Carpenters & J01ners of

America ‘» L

:Joseph P Tonelll
.Pre51dent i
United. Daperworker -
International Union

JiC Turner o

nternational Union of
Operating Engineers{pV

TMartin J Ward

,.re31dent e S
" United Assoc1ation, Plumbing"
& Pipe Fitting Industry

\Vice Pres1dent§r

wiiHoward Youngv
%Spec1al Consultant

Glenn E. Watts

President
Communications Workers
of America

,William W. W1np1s1nger
_‘Pre51dent. ‘

International Association
of Machinists

Jerry Wurf
President

‘American Federation of

State, Countv & Mun1c1pal
Employees -

UNITED AUTOMOBILE WORKERS UNION

Ken Bannon
Vice President

Irving Bluestone
Vice President’

Pat Greathouse
Vice President

Stephen Schlossberg
Director :
Government and Public Affairs

Marc Stepp




ID 782397 THE WHITE HOUSE
| WASHINGTON !
L,

DATE: 08 MAY 78 w

FOR ACTION: LANDON BUTLER

INFO ONLY: THE VICE PRESIDENT STU EIZENSTAT
HAMILTON JORDAN JACK WATSON
SUBJECT: MARSHALL STRUASS MEMO RE YOUR MEETING WITH LABOR

LEADERS ON MAY A0

b b e R L L L b T T T v av Ay B Ay B S Ay &
+ RESPONSE DUE TO RICK HUTCHESON STAFF SECRETARY (456-7052) +
+ BY: +

R B T B b b L b ok o o o S e e A A Y LT IR LT

ACTION REQUESTED:
STAFF RESPONSE: ( ) I CONCUR. ( ) NO COMMENT. ( ) HOLD.

PLEASE NOTE OTHER COMMENTS BELOW:




TFOR STAFFING

FOR INFORMATION

"|FROM PRESIDENT'S OUTBOX

[T.OG IN/TO PRESIDENT TODAY

"TMMEDIATE TURNAROUND

‘'NO DEADLINE

|TLAST DAY FOR

.

mmw 7

ACTION I éﬁ;j_

ANTT
M - ADMIN CONFID
CONF IDENTIAL
g SECRET
=3 EYES ONLY
QO >
<
Z[VICE PRESIDENT
/ |[EIZENSTAT
JORDAN ) ARAGON
KRAFT BOURNE
LIPSHUTZ 7 BUTLER
MOORE T 5. carTer
POWELL CLOUGH |
WATSON COSTANZA
_[WEXLER ___ CRUIKSHANK
BRZEZINSKI FALLOWS
MCINTYRE FIRST LADY
SCHULTZE CAMMITL
: ' HARDEN
HUTCHESON
ADAMS JAGODA
[ANDRUS LINDER
BELL MITCHELL
BERGLAND MOE
BLUMENTHAL PETERSON
BROWN PETTIGREW
CALIFANO PRESS
HARRIS SCHNEIDERS
KREPS VOORDE
MARSHALL WARREN
|SCHLESINGER WISE
STRAUSS
VANCE




” R e

Y 4

; Attachment A

WRZEWE - o

¥Mr., George Meany . o _ L
President ' - T T
Awerican Federation of Labor ' Vo o
- and Ccngress of Inﬂustrlal
Organlzatious -
£15 16th Street, W
vwashington, D.C. 20005

Dear George:

xou asbed for my thoughts on the relatlonshlp of thn nd—
rinistration®s anti-inflation policy to the interests of the
unions and to collective bargaiuing. I believe tha following
are nost 1mportanb._ ' i .

“whe rost serious threat toe the goals that Lakor and the
2dministration share is the possibllity that ianflatio

11T accelerate. Accelerating Inflation will surely bring a
prematire end to- the econonic recovery and to our hopes for
achieving tke cgoals of the Humphrey-Hawkins .Bill. I£
inflation accelerates, it will be more difficult to pass
Humshrey~-Hawking, Labor Law Reform, and all of the social
legislation such as National Nealth Insurance, that are part
of the agenda of both the Administration and the APL-~CIO. )
Failure to control inflation might well lead to outcomes .~
that we would both find abhorraent.  The probability of a -
recession would increase as would prnssurcs for some form of
‘-age and nriup controls.,¥;, :




' table’ collective bargaining settlements. It does ‘not

-2 -
_compelling reasons for Labor to cooperate with the Adninis-
tration. There is already broad, although miaplaced, bslief
that uniona ara responsible for inflation.  The Administration
racognizes that collective hargaining settlements have not
besan a major element causing inflation. Settlements in 1977
were modastly lower than those in 1976. %The rocant coal = = -
settlement, however, will not help reduce inflation 4f it 4is
used as a pattern in settlements by the Teamsters and .
others--even though coal i3 unique and traditionally has not
kbeen a pattern setter. There 1s some evidence, moxreover, .
 that wage increases awong non-union employees nay have -
accelerated. The hourly earanings index has increased by

over 8 percent in the last 12 nonths compared to approxi—
pataly 7 percent in. the previous 12 mwonths. - .

In texrms of public image, Labor has littla to gain by not
cooperating with the President, and rmuch to lose. Other-
wise, 1f the program is a success, Labor will get no credit,
if a fallure, Labor might be viewed as the villain. What.
evaer the success of the Administration's program, it w

- ba in Labor's interest to have indicated thelr cooperation.

The puklic attitudes towards Labor's relationship to the
anti~inflation program ig important. Moxe important,
however, is the potential for Labar ta.ianfluence the approach
if you cooperate with the anti-inflation effort. as you
know, we have been urging that the anti-inflation progyramn
include a sustained arnd careful aralysis of inflationary
elements in the economy on a sector-by-sector basis. We

- belleve this sectoral approach is superior to single shot
decisions on 1ndiviaual negotiations.

wWith your cooperation, ve believe that the anti-inflation
policy will give adeguate exphasis to non-labor costs such
-as health insurance promiums, interest rates, property
cosata, and the othex things you mentioned in your speech to
the nuilding mrades Dopartment 1egislative conference., -

iifmost of the program dese¥vés youtfsupport. .ﬁbe Presifentws;
. program does not interfere with the workers' right to pro~
-test-nor their right to. £ight for what ‘they: considur equi

.5§fintend to fight-inflation with higﬁ unamployment,* I beiieve'
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- you agree with our emphasis on health care costs and it

- would be helpful if Labor clarified its position on hospital
cost containment. The sectoral approach, that I described
above, is another portion of the President's program that
Labor could commend publicly.

In summary, the labor movement and;the;Administration have’
more interests in common than disagreements over inflation
policy. Accelerating inflation is a threat to our shared
goals; it is in both our interests for the labor movement to
cooperate with the effort, and there is more agreement than
disagreement on the specific elements of the program.

The President would like to meet soon with leaders of
organized labor. Bob Strauss has already talked to you
about this. We are proceeding with the arrangements and
hope the meeting will prove valuable to all concerned.
Thank you for your consideration.

Bincerely, v | o L

Secretary of Labor | A - ' ‘ ' pd

USSR R Lo . . - T . - ral
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- THE WHITE HOUSE (‘

WASHINGTON : -

Meeting with

George Bristol et al
May :10, 1978

B Roosevelt Room

T (5 minutes)

10:00 a.m.

I. PURPOSE: to thank them for willingness to help
: on Houston DNC Fundraiser scheduled
for Friday, June 23.

ITI. BACKGROUND, PARTICIPANTS, PRESS:

A. Background: John White and Chuck Manatt
have asked George Bristol to
take charge of putting together
the Houston DNC Fundraiser.

Those you will meet will be
primarily from Texas, but also
from Louisiana and the Southwest.
They have agreed to help George
as the executive committee for
the dinner.

You have done this type drop-by
prior to other DNC fundraisers.

B. Participants: See attached list

C. Press: White House Photographer




EPS FORM 25

S AP " EXECUTIVE PROTECTIVE SERVICE

o

To: Officer-in-charge
Appointments Center
Room 060, OEOB

Please admit the following appointments on Wed., May 10 L1978
for  Tim Kraft/PRESIDENT of |
(Name of person to be visited) A . (Agency)
Benezech, Francis J. 434-34-2461 2/12/29
Bristol, George L. ' 455-56-4819 8/11/41
Brown, William D. 433-58-1041 11/20/31
Camp, John 422-18-2067 9/23/33
Carmouche, Edward M. 437-03-6869 6/21/21
Clymer, Ray 460-22-9629 5/18/25
Cope, John 477-62-9062 5/30/42
Croy, ban C. 515-28-1367 ©12/22/33
Cunningham, Kenneth R. 451-54-6880 4/2/37
Dove, Roger 043-09-0056 10/27/18
Flournoy, Lucien 433-16-5184 6/13/19
Fogleman, James 537-28-2000 7/17/25
Garber, Charles M. 436~-52-7160 9/11/33
Goleman, Harry 421-22-4091 2/7/27
Hall, Walter Gardner 450-03-4052 5/30/07
Hay, Jess 451-46-8195 1/22/31
Hays, Lloyd 460-42-4895 11/29/34
Huenefeld, Frederick 434-54-0016 12/27/29
Jaffe, Morris Douglas 457-20-2569 5/4/22
Johnson, Travis C. 453-50-0842 - 4/20/36
Jones, Theodore 253-48-6836 5/21/34
Jordan, Charles F. III 459-56~-6141 1/4/37

MEETING LOCATION

Building __West Wing- White House  Requested by ___B. Hendrix

Room No..__Roosevelt Room = Room No._..___Telephone 6797

Time of Mecting 10:00A Date of request 5/9/78

Additions and/or changes made by telephone should be limited to three (3) names or less.

DO NOT DUPLICATE THIS FORM

APPOINTMENTS CENTER: SIG/OEGB - 395-6046 or WHITE HOUSE - 456-6742
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-

To: Officer-in-charge
Appointments Center
Room 060, OEOB

EXECUTIVE PROTECTIVE SERVICE

Please admit the following appointments on’ Wednesday, May 10 ,19_78
for Tim Kraft/THE PRESIDENT of |

’ (Name of person to be visited) (Agency) .
CONTINUED

Leberman, Lowell 465-96~9150 4/26/39
Lifshutz, Bernard Lee 465-26-9701 10/2/26
McMillian, James 427-32-2575 7/11/26
Mann, Robert 457-46-4103 1/31/31
Mecom, John W., Jr. 450-52~1131 10/11/39
Moore, Joe Hiram 460-16-0248 3/21/17
Pitts, L. Frank 271-10-1164 10/7/10
Richards, Ann Willis 460-52-8709 a/1/33
Rodriquez, George N., Jr. 463-48-8466 10/2/36
Runnels, Michael L. 585-10-0384 9/11/45
Sepulveda, Frank 466-32-0563 1/27/27
Schaefer, John Milner 509-26-0792 9/14/40
Smyth, William Joseph 120-12-6347 7/28/21
Steward, Don M. 456-80—-8861 8/7/54
Trenton, Norman 487~14-7120 8/12/33
Warner, Raleigh | 351-14-5977 2/13/21
Whynot, Charles Leslie 456-34~-3162 12/11/25
Young, Samuel D. 452-24-6467 11/15/1896

MEETING LOCATION

Building __West Wing - White House Requested by _ B. Hendrix/T. Kraft

. Room No. Roosevelt Room

Time of Meeting 10:00A

Room No.______Telephone

5/9/78

6797

Date of request

Additions and/or changes madc by telephone should be limited to three (3) names or less.

DO NOT DUPLICATE THIS FORM

APPOINTMENTS CENTER: SIG/OE03 ~ 3956046 or WHITE HOUSE - 4566742






THE WHITE HOUSE
WASHINGTON

May 10, 1978

Ambassador Strauss
Stu Eizenstat

The attached was returned in the
President's outbox today and is
forwarded to you for your information.
The signed original has been delivered.

Rick HutcheSon

LETTER TO CHAIRMAN MINCHEW
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THE WHITE HOUSE
WASHINGTON

Mr. President:

'Stu concurs with Strauss
and recommends that you
sign the attached letter
to Chairman Minchew.

Rick (wds)



THE WHITE HOUSE

WASHINGTON

May 0, 1978

To Chairman Daniel Minchew

Thank you for your April 25, 1978 letter concerning
the recent Section 337 case concerning welded
stainless steel pipe and tube.

As you know, under Section 337 it is the Presicent's
responsibility to review determinations and to make
an independent judgment of whether to disapprove
“such determinations for policy reasons. | have done
so in this case on the basis of objective analysis

and not personalities, and although you may disagree
with my decision | hope you can appreciate the
reasons which led me to jt.

Sincerely,

The Honorable Daniel Minchew
Chairman

International Trade Corhmission
701 E Street

Washington, D.C. 20436




THE SPECIAL REPRESENTATIVE FOR M )
TRADE NEGOTIATIONS ‘ M e
WASHINGTON

MEMORANDUM FOR THE PRESIDENTY

FROM : Robert S. Strauss

SUBJECT: Response to Daniel Minchew's Letter of
April 25, 1978.

Chairman Minchew, obviously irritated by the disapproval
of the Commission's Section 337 Determination, has asked
to see you to discuss the problems he thinks will follow
from the disapproval. I do not think it would be
sufficiently productive to justify your discussing the
matter with him. 1Instead, I suggest that you send him

a reply along the lines of the enclosed draft letter.

Chairman Minchew has also written me the enclosed letter
and expressed his dissatisfaction with the recent action.
He seems to have taken the action as a personal rebuke.

I will speak to him and see if I can alleviate some of
his concerns. '

Enclosures
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THE WHITE HOUSE
WASHINGTON

5/1978

rick--

please have retyped_and
returned for signature
with accompanying material

thanks -- susan

iy
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THE WHITE HOUSE

WASHINGTON

To Chairman Daniel Minchew

Thank you for your April 25, 1978 letter concerning the recent

Section 337 case concernmg welded stcnnless steel pipe and
tube.

& pop
[ ]
As you know, under Section 337 it is the President's respons‘i/”é‘/ .
bility to review determinations and to make an independent Ne
judgment of whether to d|sopprove such determinations for
policy reasons. | have done so in this caseg and although you

may disagree with my decision | hope you dan appreciate the
reasons which led me to it.

Sincerely, ot 7% /M
r .JL
o (4
, }/,: gt o ‘)fo:/

/‘4"’1 &//("0,
The Honorable Daniel Minchew
Chairman
International Trade Commlssmn,
701 E Street

Washington, D.C. 20436




CHAIRMAN

UNITED STATES INTERNATIONAL TRADE COMMISSION

WASHINGTON, D. C. 20436
April 25, 1978

The President
The White House
Washington, D. C. 20500

Mr. President:

As you know, I disagree with the wisdom of your decision on stain-
less steel pipe and tube, although I recognize your authority to
overturn remedies the Commission has imposed as a result of foreign
unfair trade practices.

The immediate impact of your decision will likely be confusion

about your intentions regarding enforcement of the laws prohibiting
foreign unfair trade practices. The statement you have issued on

the stainless steel pipe and tube case adds, I am afraid, to the
confusion that results when the public looks at your previous comments
on the subject and your present actions.

The purpose of this letter 1s to suggest that you consider making a
statement to clarify any doubts that now exist about your intentions
to enforce vigorously all laws prohibiting foreign unfair trade
practices. I would also like to request an appointment to discuss
the proper role of the Commission I head in carrying out its mandates
under the law and your conception of our role.

Your action on April 22nd seems to have ended the possible future use
of Section 337 of the Tariff Act of 1930 as amended by the Trade Act
of 1974 as a remedy available to domestic interests faced with foreign
unfair pricing practices. Your decision ‘also has the effect of mak-
ing foreign noncooperation an effective defense against American
industry complaints-against possible foreign unfair trade practices.
These cases are extremely expensilve to both the public and the tax-—
payers and both deserve a better understanding of your views.

As you know, I have attempted to render every possible assistance to
you and your Administration. I remain available to do anything with-
in my power to make your Administration a success; however, I am
somewhat at a loss to know what your positions are. I hepe that
as a result of this rather candid letter a more sharply focused
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‘Administration position, and: maybe even more even handed héndlihg

of dnternational trade issues can result. However, because your
statement of April 22, 1978, appears to be almost a personal rebuke
of many of the things I have been doing, under the apparent false

_impression that my actions were helpful, not harmful, to the
Administration, I hope that it will be possible for you to make

some time available to me to discuss the problems that I think will
follow in the wake of your April 22nd announcement.

I hope YOu have a nice day.

- sincerely,




* UNITED STATES INTERNATIONAL TRADE COMMISSION

WASHINGTON,D.C. 20436 -

April 25, 1978

The Honorable Robert S. Strauss
- Special Representative for Trade Negotiations
1800 G Street, Northwest - , .
Washington, D. C. 20506

Dear Bsb:
If the attached is the way you treat your friends, I

surely hope that I never experience how you treat your enemies.
‘What have I-done to deserve such a slap in the face? -




. WASHINGTON

mpril 22, 1978 .

:To Chalrman Danlel hlnﬂhe

Pursuant to Sectxon 337(g)(2) of the Tarlff
Act of 1930, as amended, I have decided to
- disapprove of the Commission's determination
concerning Certain Welded Stainless Steel
Pipe and Tube, Investigation No. 337-TA-29.
'Enclosed is a cony of my determlnatlon.gf

Slncerely,

" Yhe Honwraeble Daniel Minchew
Chairman
United States International
"rade Commission : o
" Washington, D.C. 20436 . . .



Disapproval of the Determination of the United
States International Trade Commissicn in the s

...~ Hatter of: Certain llelded Stainless Steel Pipe

. and Tube, Investigation No. 337-TA-29 : :

The United States International Trade Commission, acting
under Section 337 of the Tariff Act of 1930, as amended,

~ has ordered certain manufacturers, exporters, and 1mport9r°
of Japanese welded stainless steel pipe and tube to cease
and desist from selling such products for consumption

in the United States at prieces below the average variable

~ cost of productlon w1thoub commarc1al Justlflcatlon.,

Under Section 337(g) of the Tarlff Act of 1930, as amnnded
the President may, for policy reasons, disapprove a deter-

- mination of the United States Internaulonal Trade Commission
_issued under Section 337(f) by notifying the Commission of
~8uch dlsanproval within 60 days after receiving the deter-
mination of the Commission. - I havé today determined for o
policy reasons to disapprove the Commission’s determination -
concerning "Certain Welded Stainless Steel Pipe and Tube,

. Investigation No. 337-T4-29," and have s0 notlfled tha'
Comm1331on. : ; -

- The followzng maaor pollcy conside;atlons entered 1nto
ny decision to dlsapprova the Comm1351on's determlnatwon:'

1. . The detrlmevtal effevt of the imposition of the
'remedy on the naulonal economic interest; - -

2. The detrlmental effect of the lﬂpOS‘LiOH of the f
renedy-on the 1nternat10nal economic relatlons o:
the Unlted States, :

3. The need to avoid dupllcatlon and conrllcts in che-
- administration of the unfair trade practice laws
-of the United States,

L, The probable lack of any sxgnlfﬁcant beneflt to U. S.'
. producers or consumers to cuLnuerbalance the abdove
. considerations.

In this caseg the Commission found a tendency to restrain
trade and commerce in the Uanited States on the ground =
that sales belcw the average variable costs of producticn
- tended to reduce the domestic market share of ather fereign
- competitors. The Commission did not base its finding on
injury to the domestic welded stainless steel pipe and

tube Industry. The Commission cited a factual detevu*natior
that total 1mport ponetrﬂtion into the donestic marreu‘had
increased only from 12.2% in 1972 to 12.7% in 1970. The



prlma"y cffccb of app"OVin" tbe cease and dpsiqt orﬂer
‘would therefore likely be limited to a shifting among
foreign. supplxers of their share of the present level

- of imports into the domestic market. This result would
provide little or no benefit to the United States welded
stainless steel pipe and tube industry or its employees.-

Nor would it olgnlxlcgnu7y prcmote competltlon in the -
- donestic 1nduutry. o . ; -.b,-

. Sales bclow cast of welded sta1n1esg steel pipe aﬂd_

- tube have been the subgect of two anti dumplnv lnvestlgaulons
by the Department of the Treasury, one in 1972, and another
which proceeded simultaneocusly with the Commission’s Seetion
investigation. -As a result of its more recent investigation,
~ which involved six producers accounting for approximately
- 85% of Japanese imports into the United States, the Treasury
Department found that four firms had sales 2t more than =

- minimzl margins below fair value. Sales from those four
firms have been referred to the Coammission for an injury
‘determination under the Antidumping Act. The Treasury :
Department’s determination under the Antldumoﬁng Act there-~
- fore provides adequate protection against unfair trade '
practices described in this petition. In fact, the cease
-and desist order's prohlbltlon of unjustified salns below
the variable cost of production provides a more difficult
standarce for petitioners to satisfy than that contained.

in the Antidumping Act of 1921, as amended, which prohibits
injurious sales below the. total cost of productlon..

- In this case, the Co“w1531on did nou susnend its -
investigation after notifying the Secretary of the Treasury
¢f the potential applicability of the Antldumplnﬂ Act .
to the same subject matter. This resulted in overlapoing
investigations and determinations., As a result of this ,
duplication, the imposition of the cease and desist order
~would be viewed by our trading partners as a precedent
and a departure from internationally‘agreed procedures
for dealing with below cost sales. Such 2 result would
"be an irritant in relations between the tuited States
and those governments whose firms are being subjected
to duplicative investigations, often at considerable
expense to the parties and governments concerned. If
alloved to stand, the cease and desist order would be

viewed by foreign governments as undesirable harassment

. of their producers and as an uvnjustified burden on inter-

national trade. It would invite retaliation against United
States exports, would complicate our current efforts to
negotiate revisions of the international trading rules,

and would thus be detrimental to the national econcmic

" interest and to the international economlc relations of
the United States.‘ :
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unfair trade practice statutes of the United States

"~ expeditiously and fairly. Unnecessary duplications and

conflicts in the administration of those laws rasult in

-econfusion and the inefficient usz of both private and

governmental resources. Unfair trade pra:tlce laws should

be administered so as to provide reasonable certainty

to private parties as to which forumfthey'should devote

their resources in bringing their petition. 7To do other-

Wise is to impose an unreasonable burdnn upon the partles,

~both complalnantg and resoondents. - ;
L4

" In this case, the detrlmental effect on the natlonal .

economic interest, on the international economic relatioas

of the United States, and on the scund adainistration

of unfair trade practice laws that would result from

approval of the determiration is not countnrba1anced by .

.any likely substantial benefits to the industry, 1»3

"employees, or to competition in the United States.

- Therefore, the present use of Section 337 where other

remedies are soeclflcally providad for by law and are"

in fact utlllzed is not Justlfled.

- For the pOllCY reasons stated above, the CommlsSLOn s :
determlnatlon in Invesflgatlon No. 337-TA—?9 is dlsaporcved
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UNITED STATES INTERNATIONAL TRADE COMMISSION

i m memi—ap i e b eu o o eaem e v rwesgtage Cy eitte e ae L o g

VV%E}ﬂhKITCXQE)C220436
April 25 1978
Tne PteSidentd
The White House. .
Washington, D. C.‘:2DSQO A
Mr. President‘

As you know, I disagree with the wisdom of your decision on’ stain-i‘f

-less steel pipe and tube, although I recognize your authority to:

overturn remedies the- Commission has imposed as a. result of foreign _

" unfair trade practices.

| The,immediate impact of your.decisionfwillvlikely be confusion -

about your intentions regarding enforcement of the laws .prohibiting
foreign unfair trade practices. The statement you have issued on '
the stainless steel pipe and tube case adds, I am afraid, to the -
confusion that results when the public looks at your prev1ous comment
on the subJect and- your present actions. :

The purpose of this letter is to suggest that you consider making a
statement to clarify any doubts that now exist about your intentions
to enforce vigorously all laws prohibiting foreign unfair trade
practices. I would also like to request an appointment to discuss

the proper role of the Commigedion T hend in C“‘.".'}"'.:‘.; gut frs mandatan

under the law and your conception of our role.

Your action on April 22nd seems to have ended the possible future use
of Section 337 of the Tariff Act of 1930 as amended by the Trade Act
of 1974 as a remedy available to domestic interests faced with foreig
unfair pricing practices. Your decision also has the effect of mak-
ing foreign noncooperation an effective defense against American
industry complaints against possible foreign unfair trade practices.
These cases are extremely expensive to both the public and the tax-

. payers. and both deserve a better understanding of your views..

As you know, I have attempted to render every possible assistance to
you and your Administration. I remain available to do .anything with-
in my power to make your Administration a success; however, I am
somewhat at a loss to know what your positions are. I hope that

as a result of this rather candid letter a more sharply focused
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" Administration position, and maybe even more even handed handling
~of international trade issues can result. However, because your
statement of April 22, 1978, appears to be almost a personal rebuke
of many of the things I have been doing, under the apparent false
impression that my actions were helpful, not harmful, to the
Administration, I hope that it will be possible for you to make
some time available to me to discuss the problems that I think will
follow in the wake of your April 22nd announcement.

- I hope you have a nice day.

S .i‘ ' - _- Your ;ninneféiy;':nn —
:;v~,}’w‘_ }._n_ AMV&/f-f;f S
S e niel Minchew . .
\Kﬂi.‘fﬁi&A/>>j£¥1%%@aL¢/



DRAFT RESPONSE

Dear Chairman.Minchew:'

I appreciate the candor of-your April 25, 1978
letter conCerninglthe recent Section 337 case=coneerning
'Welded_stainless steel pipe and tube. Under Sectien 337
it is the President's responsibility to review determina-
tions and to make an independent judgment of whether te
disapprove such-determinationslfor policy reasons. I
have done that in this case. You should not view
disapproval of the Commission's recent determination as. .
‘a personal rebuke of the work of the Commission or

yourself.

Sincerely,

Jimmy Carter



-

THE WHITE HOUSE
- WASHINGTON

May 3, 1978

Bill:

Re: President's Response to
Chairman Minchew's Letter

Please replace the prior draft re-
sponse with the attached. Joanne
has asked that you send Stu a copy
of the action memo, including this
new draft response--I have already
told Joanne that I recommend that
we approve the Strauss recommenda-
tion. '

Bob G.

Attachment

ee @



DRAFT RESPONSE

Dear Daniel:

Thank you for your April 25, 1978 letter concerning
the recent Section 337 case concerning welded stainless
steel pipe and tube. Let me first state that I appre-
ciate both your concern for, and your efforts on behalf
of, this Administration. I have also appreciated the
work of the Commission. I certainly do not, nor should
you, view my recent action as é personal rebuke of the
fine work of the Commission or yourself.

As you know, under Section 337 it is the President's
responsibility to review determinations and to make an
independent judgment of whether to disapprove such deter-
minations for policy reasons. I have done so in this
casé, and glthough you may disagree with my decision I
hope you can appreciate the reasons which led me to it.

Sincerely,

Jimmy Carter



U.S. DEPARTMENT.OF LABOR
OFFICE OF THE SECRETARY
WASHINGTON

MEMORANDUM FOR: THE PRESIDENT

FROM: RAY MARSHALL QP’"‘
Secretary of Labor

ROBERT S. STRAUSS
Special Representative for
Trade Negotiations

SUBJECT: YOUR MEETING WITH THE LABOR LEADERS,
WEDNESDAY, MAY 10, 1978

On the morning of May 10, you will be meeting with George
Meany, Lane Kirkland, the members of the AFL~CIO Executive
Council, and several UAW vice presidents. Unfortunately,
Doug Fraser will be in Sweden. He has been providing strong
support. The subject of the meeting is your anti- inflation
program. We met with George Meany, Lane Kirkland and Tom
Donahue on Thursday afternoon to discuss your meeting. Our
analysis of the situation, based on that session and on
previous meetings, is as follows:

It is clear that the unions are skeptical of the potential
effectiveness of the Administration's anti- —~inflation

policy. The unions, moreover, are unwilling to practice
wage deceleration prior to any indication of a slowdown in
price inflation. ' In particular, they believe that wage
increases must be adequate to keep workers ahead of the
increases in the prices of basic goods such &@s food, health
care and housing costs. Although they may not admit it
explicitly, we believe that Meany does have an understanding
of labor's stake in solving the inflation problem—-the stake
being an avoidance of a recession and/or wage price controls.
’Ray Marshall's recent memo to George Meany laying out the

. unions' interest in a successful anti-inflation policy is
attached.

Mr. Meany may not be aware of the results of the Harris
Survey which indicated that union members consider rising
prices a greater personal problem and a more important
problem for the country than high unemployment (83-7 percent
as a personal problem, 46-39 percent as a problem for the

. country). Even more important, 54 percent of union members

\\(%
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would rather take a pay increase smaller than the comparable
. price rise if they were sure that the cost of living would

be brought under control rather than a pay raise that is
more than the rising cost of living without that assurance.

The critical issue, in our judgment,_iS‘that without the
assurance of a slowdown in the rate of inflation the labor
unions are unwilling to accept deceleration as a principle
in their wage negotiations. It also appears that Meany is
unwilling to make a call for cooperation that would be
repudiated by a large number of labor leaders. Specifically,
he states clearly that he, Meany, does not want to make a
commitment that he cannot keep. Of course, Mr. Meany is not
personally involved 1n any negotiations and so cannot be
asked literally to commit organized labor to a specific

negotiating posture. He does not want to be put into the

‘ embarrassing position of being repudiated as the leader of

the labor movement.

Desplte all these problems, however, we believe that the
meeting with the labor leaders can be very successful for .
your anti-inflation policy. While much of the following
requires checking, we think that we can get the labor
leaders to agree on the following:

(1) Labor supports the Administration's deceleration
- goal. It recognizes that. labor's economic and Bsocial
- goals are threatened by any acceleration in the inflation
rate. .

:(2)‘,Labor will cooperate with'the'Administration‘s_effort S

to slow inflation in particular sectars. ‘Specifically,
labor will cooperaté with the attempt to slow 1nflat10n
in the health sector by pledging to support hospital- '
cost containment and to help move that legislation
through the Congress. : :

"If rice increases decelerate, labor expects that gage

increases will decelerate also, on average. (Meany

- raise P em of weak unions which did poorly in

. the last round of negotlatlons. These unions may be
aiming for higher settlements. in the next round although

. they are unlikely to win large wage increases.)

: Thereﬁare'likely,_of‘c0urse; to be some demurrers. Meany
"may ask for a continuing commitment to free collective.

- bargaining. He may also criticize recent tough'talk'that

. could lead to anticipatory inflation in fear of future wage



=3=

and price controls. According to Tom Donahue, Emmit Andrews,
President of the American Postal Workers Union, AFL-CIO,
will object to the pay cap on Federal employees.

Attachment B lists the labor leaders we expect at the
meeting on the 10th. :

'Attachmehts
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« . [TJFOR STAFFING

FOR INFORMATION

TFROM PRESIDENT'S OUTBOX

1LOG IN/TO PRESIDENT TODAY

."IMMEDIATE TURNAROUND

‘| NO DEADLINE

LAST DAY FOR ACTION -

ADMIN CONFID

CONFIDENTIAL
5 SECRET
= EYES ONLY
(@2
&
VICE PRESIDENT
EIZENSTAT
JORDAN ARAGON
/i |KRAFT BOURNE
LIPSHUTZ BUTLER
MOORE H. CARTER
POWELL CLOUGH
WATSON COSTANZA
WEXLER CRUIKSHANK
BRZEZINSKI FALLONS
MCINTYRE FIRST LADY
SCHULTZE GAMMIIL
HARDEN
HUTCHESON
ADAMS JAGODA
"|ANDRUS LINDER
BELL MITCHELL
BERGLAND MOE
|BLUMENTHAL PETERSON
BROWN |PETTIGREW
CALIFANO PRESS
HARRIS SCHNEIDERS
KREPS VOORDE
MARSHALL WARREN
SCHLESINGER WISE
STRAUSS

VANCE




THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR THE PRESIDENT

FROM: TIM KRAFT TK _
JIM GAMMILL Jiw

SUBJECT: President's Export Council

The President's Export Council was established in
December 1973, to serve as a national advisory

body on export expansion activities. 7TIts membership
consists of a chairman, vice chairman and twenty
members. The Council identifies and examines
problems regarding the effects of industrial
practices on export trade and serves as a liaison -
among members of the business and industrial
community on export expansion matters.

We have been working with the Commerce Department
to come up with a full slate to recommend for your
approval. At this time, there are still a few
problems that have to be worked out.

Frank Moore requests that we proceed immediately
with the appointments of Emile Bussiere, of New
Hampshire, and Mark Hasten, of Indiana. Senators
Durkin and Bayh are extremely anxious that the
announcements of these appointments be made as
soon as possible.

Although our usual procedure would be for us to
wait until an entire slate is ready, we are in
complete agreement that the unexpected delays
should no longer hold up the app01ntments of Mr.
Bussiere and Mr. Hasten.

RECOMMENDATION:

Appoint Emile Bussiere and Mark Hasten to the
President's Export Council.

approve disapprove

o




EMILE ROLAND BUSSIERE, SR.

OFFICE ADDRESS:

i5 North Street _
Manchester, New Hampshlre 03104
Telephone: 603-622-1002

HOME ADDRESS:

55 Carpenter Street . .
Manchester, New Hampshire 03104
Telephone: 603-622-8019

DATE and PLACE OF BIRTH:

May 16, 1932; Manchester, New Hampshire

PERSONAL:

Married to Joan Helen Blais Bussiere, four chlldren
Military: United States Army, 1956 - 1lo58
EDUCATION:

Boston College Law School
September 1951 - June 1954
Degree: LL.B.

St. Anselm's College | ' e o .QE” SR ~v;i;;_p-’
September 1949 - June 1951 . s :
_Left to attend law school.

EXPERIENCE:
1958 ~ 1977 Attorney-at-Law : o

' Self-employed, except as noted below.
1956 - 1958 United States Army - Assigned to pro- _'

fessional duties as an Attorney to S
the Contract Review Agency, Phlladel- :
phia Q.M. Depot, Pennsylvanla ‘

1954 - 1956 Law Clerk :
U. S. District Court for the District
of New Hampshlre



"EXPERIENCE cont'd.

1963 - 1968
1960 ~ 1963

OTHER: -

Present

 HONORS:

Hillsborough County Attorney

United States Commissioner

v'vUnited States District'Courtvfor'thé
District of New Hampshire

Président

Holiday Properties, Inc.

Organization engaged in operation

. and management of a mobile home
park

Co~0Owner _

Kingswood North Real’ Estate Trust -

Owner of 76~unit high rise apartment

-~ building : ' ’

Dean's List, Boston College Law School, 1952 -~ 1953

Staff, Annual Survey of Massachusetts Law, 1953 - 1954
(Equivalent of Law Review status) :

Ranked first in second -year of law school

" Cumulative rank of fourth in law school



A 'T N, 1115 West T5th Street Indianapolis, IN
4626u, Telenhone~ (317) 257-7261 Bu31ness, (317) 255~ 8921 Residence

PERSONAL

Mark Hasten, born June 28, 1927, Stanlslaw Poland. Immlgrated to the
d S.A., June, 1953; Citizen of U.S.A., November, 1956

Married 25 years to Anna Ruth (ROblnson) Son, Edward S., age 2h; Son,

Micheel A., age 223 Daughter, Monica D., age 17; Daughter, Judy Jd, age
ih,

:DUCATION

Rachelor of Science Degree in Mechanical Englneerlng. Graduated from -
Soutkhern Methcdist University, Class of 1959.  One year toward Master's '
Degrée in Mechanical Engineering. ‘ o

SIKEZSS EXPERIENCE :
I. From 1959 through 1968 with General Mills, Inc., M1nneapolls, MN.
- a. Four years in Research and Development
b. Five years in Corporate Engineering as Chief De31gn
Engineer. : :

Accountability: Design and development of all proprietary processing

equiprent ; management of L40-50 Engineers and Designers; also holding multiple

‘patents in the food processing equipment industry.

IZ. From 1967 through present co-owner/partner (with brother) of
Colonial Crest Nursing Center, Inc., an Indiana health care company serv1c1ng
nursing care in 51x Indiana communities. Presently employing 1,200 people.

Accountabilityﬁ ‘Complete operational management of company buSIness
and finance.

IIT. Director/Co-Chairman Executive Committee - majority stockholder of:

a. First National Bank of Kokomo
b. First National Bank of Martinsville

Accountability: 1Involvement in the operation.of these two financial
institutions.

PARTICIPATION IN CIVIC, POLITICAL & PHITANTHROPIC ORGANIZATIONS

I. Civic

a. .Rotary International
b. Mason - Scottish Rite and Shrine

II. Political
a. Member of Demoeratic National Finance Council

b. Involved in Democratic politics in the State
of Indiana. :

L
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PERSONAL RESUME' OF MARK HASTEN (Cont'd.)

IiT.

Other Organizations

a.
b.
c.
d.

€.

.

Presently - President of the Hebrew: Academy of Indlanapolls{
Past President, Bnai Torah Congregation.

Director of Board of Jewish Welfare Federation.

Member of Board of Directors of The Jew1sh Community
Relation's Council.

Member of campaign cabinet of the State of Israel

Bond organization.

Past member of Executive Committee of the - Jew1sh

Educational Association.

Received numerous civic awards from local and national organizations.
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" THE WHITE HOUSE
WASHINGTON

May 10, 1978

Fran Voorde

The attached was returned in
"~ the President's outbox, It is
‘forwarded to you for your

- information.

Rick Hutcheson

A7
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SPACE CITY DEVELOPMENT, INC.

CHARLES L. WHYNOT
CHAIRMAN OF THE BOARD

May 10, 1978

The Honorable Jimmy Carter
President of the United States.
The White House

Washington, D.C.

Dear Mr. President:

On behalf of Dr. Christopher C. Kraft, Jr., Director
and. Administrator of Lyndon B. Johnson Space Center,
and myself, I would like to cordially invite you to

vieit the Clear Lake Area and the Johnson Spacecraft
Center during your upcoming visit to Texas.

It ie my understanding that you are the only President
of the United States that has not visited the Space
Center since it's inception in 1961. A tour of the
Center would be moet enlightening and informative with
the advent of the Space Shuttle Program.

My wife, Billie, and I live in the immediate vieinity
of the Johnson Spacecraft Center and would be honored
to have you stay in our home during your visit.

I thank you for the opportunity of allowing me to
meet with you today along with other members of John H‘LZZ'

'commtttee.
Very respectfully yours,
Charles L. Whynot
Chairman: of the Board
CLW:bah |

16808 El Camino Real / Houston, Texas 77058
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THE WHITE HOUSE

WASHINGTON O

MEETING WITH AMERICAN RETAIL FEDERATION
Wednesday, May 10, 1978
2:30 p.m.
Room 450 EOB

From: Hamilton JorJQQ/Steve Selig”

I. PURPOSE
To greet the officers, Board of Directors and members of
the American Retall Federation and to seek their support .
for your anti-inflation program.

11. BACKGROUND, PARTICIPANTS & PRESS PLAN

A. Background: The American Retail Federation is holding
its 43rd Annual Meeting in Washington. It is the
umbrella organization for virtually the entire retail
industry. The retaiﬁ industry as an employer accounts
for over 357 of the Gross National Product and the
industry employs over 12 million people. The President
of the Federation is Loyd ‘Hackler who has helpéﬁffﬂz———.
Administration in its dealings with constituent groups
and Congress as much as any business leader in
Washington. Loyd serves as a member of the Board of
Directors of the "Citizens for Tax Reform in 1978" and
meets on a regular basis with senior members of the
Administration including Stu Eizenstat, Anne Wexler,
Hamilton Jordan and Bob Strauss,

B. Participants: see attached

C. Press Plan: White House Photo and Press Pool

III. TALKING POINTS as prepared by Jim Fallows' office

May 9, 1978 | —
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THE WHITE HOUSE

WASHINGTON

May 9, 1978

MEMORANDUM TO THE PRESIDE T
FROM: JIM FALLOWS ‘)VRIFF :§m
SUBJECT: Remarks to the American Retail Federation

Background and Format:

A. Bob Strauss will be conducting the meeting when
you arrive, and he will introduce you. - Bo Cutter . will
speak later on the program; afterwards, Helen Strauss will
host an East Room reception for the group.

B. You should be aware that the Board of the American
Retail Federation is actively considering several steps
its members can take to combat inflation. Among these are
a voluntary limit on _salary increases and a system
requiring suppliers to justify price increases. The
Board may formally adopt some such measures at a luncheon
meeting shortly before you speak. If this happens, Bob
Strauss will announce them in the course of his introduction
and you can tailor your remarks to fit that good news.

C. Some of the retailers' policy positions are
as follows:

Foreign Trade: as distributors, they are favorably
disposed toward free trade and support your decisions, such
as the one on shoes, that promote this objective.

Taxes: The ARF generally supports your tax cut
proposails, but most retailers are less enthusiastic about
your reforms. They are particularly interested in the
inclusion of investment tax credits for retailers. If you
choose to solicit their support for the enactment of the
tax package, a talking point stressing the linkage between
tax cuts and tax reforms 1is included at the end of this memo.



Talking Points on Inflation:

1. Inflation is our country's most serious problem.

We are now projecting it at six-—and-three-quarters to seven

per cent, which is higher than 1977 and three-quarters of
a point.above what we had hoped and expected for this year.
At such a rate, inflation is seriously reducing the value
of the dollar, increasing unemploymént, increasing the

trade deficit, and reducing consumer demand.

2. I met last month with the leaders of big business
to seek their support for our deceleration efforts, and this
morning I met with labor leaders for the same purpose. I

was encouraged by their willingness to cooperate.

3. But for any anti-inflation program to be successful,
it needs the support of more than the manufacturers, more
than industry, more than banking, and more than the labor

unions: it needs the active support of responsible retail

leaders like yourselves, because the effects of inflation
iRty

are most highly visible in retail operations, and that is
where consumers feel them most sharply. To overcome inflation
we must convince skeptical consumers that steady price

increases have not become a permanent fact of life. You are

on the front lines‘in that effbrt,

4. You can help the most by decelerating the rate of

your price increases and salary increases. I'm one who



believes that voluntary restraints will work, and that we can

avoid the very harsh and unpleasant alternatives that some
people are recommending. But fighting inflation voluntarily
means that everyone has to take a little less for himself
than he would like to have, maybe a little less than he
feels entitled to. I don't think most Américans are

‘ basicélly selfish or unreésonable. I think they are still
willing to do certain things thatﬁmy personally be somewhat
unpleasant but which they know are very much in the interests
of our whole society, provided they feel what they are

being asked to do is fair and provided they see everyone
else making the same genuine effort. As long as Americans
have that sense of the common good and recognize their own
personal stake in it, I'm optimistic about making inroads

against inflation voluntarily.

Other Points:

l. Business always seems to have a certain amount of
apprehension about a Democratic Administration. I don't
want to beat the drumé for what we have done, but I think
that under this Administration business has prospered in

some important respects: corporate dividends were up
gt el 34

substantially last year, corporate profits rose very strongly,

and retail sales continue to be strong. Those signs are

—— ) et

good, and I think the overall picture is basically re-

assuring and encouraging.



2. We have tried to put together a well-considered,
balanced package of tax reductions and reforms. The business

tax changes are importanﬁ -- steps like the reduction in

corporate tax rates and the substantial liberalization of

‘the investment tax credit are fully justified -- but the

point I want to stress is that all these elements are
interrelated. They were chosen because they did fit together
— .

to promote my goal of a fairer and simpler tax system.

And I would hope that business leaders like yourselves

would recognize the importance, not only of the changes

that affect you directly, but of the way these ére linked

with other parts of the package in a comprehensive and

mutually dependent way.
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THE WHITE HOUSE
WASHINGTON

May 10, 1978

Frank Moore

The attached was returned in
the President's outbox. It is
forwarded to you for appropriate
handling.

Rick Hutcheson
CALL TO SEN. DICK..CLARK



MR. PRESIDENT -_

FRANK SAYS WE CAN'T GET DICK CLARK
DOWN HERE IN TIME, BUT STRONGLY URGES
THAT YOU CALL.

WILL CALL SET APPOINTMENT

TIM éZé?)ﬁéi



THE WHITE HOUSE
WASHINGTON

May 10, 1978

MEMORANDUM FOR THE PRESIDENT

FROM: FRANK MOORE “/}:"

SUBJECT: REQUEST TO TELEPHONE SEN. DICK CLARK (D-Iowa)
REGARDING ARMS SALES

Secretary Vance spent a long time on the telephone with
Sen. Clark. You probably will not get Dick to agree

with us, but it is worth a try. You should use a very
soft sell. ' ‘

Up until our last computer list, Clark was our #1
Democratic supporter in the Senate. For a Senator who
is running, he has voted with us on difficult political
issues--including farm votes. He usually does not
question Administration policy.

You should say that you understand if he cannot go with

you on this one but to give you the benefit of the doubt
if he is undecided.

Senators Byrd and Baker are both pushing for a vote this -
.afternoon. It looks like we are winning 9 to 7 without
Clark, or an even 8 to 8 without Church.
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THE WHITE HOUSE
WASHINGTON

May 10, 1978

FPrank Moore

The attached was returned in
the President's outbox. It is
forwarded to you for your
information.

Rick Hutcheson
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THE WHITE HOUSE

WASHINGTON

May 9, 1978

MEMORANDUM FOR THE PRESIDENT

FROM: FRANK MOORE F %/i&
BOB THOMSON#%

-7

We had @’vietories in the Senate today:

Benjamin Civiletti for Deputy Attorney General and
Lynn Coleman for General Counsel, Department of Energy,
were approved by the Senate.

Also, the Senate Commerce Committee reported out the no-
fault bill 9-7. Sen. Long took a walk. We convinced
Sen. Durkin to vote with us at the last minute.

Sen. Riegle would have supported reporting out the bill
if he was needed. :

The bill will have extremely tough sledding on the Senate
floor and in the House. Nevertheless, getting the bill
reported out of the Commerce Committee against intensive
lobbying by the trial lawyers is a major Carter victory.

s

L
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THE WHITE HOUSE 5 /
g7 4

WASHINGTON 1[

May 9, 1978 /

MEMORANDUM FOR THE PRESIDENT

FROM ' STU EIZENSTAT {l/\.

SUBJECT: National Historic Preservation Week
Proclamation »

I recommend that you sign the draft proclamation
for National Historic Preservation Week. Presi-
dential proclamations have been issued to
commemorate this event in some years, and in
others, no proclamation has been issued. Issuing
this proclamation this year would be an indication
of the Administration's interest in historic
preservation and help build support among historic
‘preservationists for your Heritage Program.

The Interior Department and the National Trust
Advisory Council on Historic Preservation also
recommend that you sign ‘the proclamation.

OMB and James Fallows have reviewed the draft
for proper form. OMB-would prefer that a state-
ment or some other format be used, but, if a

- proclamation is to be issued, OMB believes the
draft is suitable.




EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON. D.C. 20503

GENERAL COUNSEL

May 3, 1978

MEMORANDUM FOR: BOB LINDER

FROM: B

SUBJECT: _ National Historic Preservafion'g
: ' Week, 1978

A proposed proclamation designating the week beginning
May 7, 1978 as National Historic Preservation Week was
submitted to this office by Mr. Deller of the Domestic

- Policy Staff with a request for editorial guidance. - We
advised Mr. Deller that we would provide such assistance
as ‘a -courtesy but would not transmit it to the White
House with a favorable recommendation.

}Similar proclamations were issued in 1973 and 1975- -
1977. There is no statutory basis for its annual issuance

fand issuance for a fourth consecutive year will make it
difficult, if not impossible, to terminate next year.

- In short, the proposed proclamation does not conform to
the established criteria of Congressional authorization

- or traditional issuance. These criteria do not always
satisfy groups that must be turned down. They do,
however, leave the impression that the declination was
not politically motivated or that it in any way reflects
White House skepticism as to the merits of the group's
cause. Each time an exception is made, our ability to
convey these thoughts is diminished. :

I recommend that the White House issue a statement or
use some other format. However, if a proclamation is
to. be issued, the enclosed document is suitable for
presentation to the President. '

Enclosure



 BY THE PRESIDENT OF THE UNITED STATES OF AMERICA

A PROCLAMATION

‘America's ability to-ﬁeet,the challengés of it§
third,centu;y with confidence and strength will depend
upon an .appreciation and understanding by the American
people of their past. | |

Amdng[ourymost‘important‘links.with the past.are

the historic sites, structures, and landmarks of earlier

times. Together, they form a vast legacy of cultural

resources. This legacy, however, is not merely one of

monuments, battlefields, and historic buildings. . It
‘includes -the houses, streets, stores and factories that

-make up our communities -- those familiar places and

structures that remind us of thé accomplishments, character,

-and dreams of our forebears.

For our own sake, and for that of future_generatiOns

-of Americans, we must do all that lies within our power to

preserve this cultural heritage.
NOW, THEREFORE, I, JIMMY CARTER, President of the

United States of America, do~hereby proclaim the week be-.

~ginning May 7, 1978, as National Historic Preservation Week.

I call upon Government agencies at all levels, interested
private individuals and organizations, and Americans every-

where, to mark this observance with appropriate ceremonies

and activities in their communities and neighborhoods.

IN WITNESS WHEREOF, I have hereunto set my hand

this : day of May, in the year of our Lord

‘nineteen hundred seventy-eight, and of the Independenée.of

the United States of America the two hundred and Second;
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THE CHAIRMAN OF THE
. _ COUNCIL OF ECONOM!C ADVISERS

WASHINGTON j
May 9, 1978 _—

MEMORANDUM FOR THE PRESIDENT .
FROM: Charlie Schultze eLsS

SUBJECT: Economic and Fiscal Policy for FY 1980,
and Implications for FY 1979

1. Introduction

We have reviewed the budgetary and economic outlook
for the fiscal years 1979, 1980, and beyond, in preparation
for your next week's May 16 Budget Review. That review
raised a number of questions and problems of such major

import that we requested a meeting this week to present
them to you.

2. Economic outlook

Over the past six months, two major developments have
been occurring, which recent statistics appear to have
confirmed as more than a temporary aberration.

First, employment has risen and unemployment has fallen
by far greater amounts than were earlier expected, even
though the GNP by mid-1978 will be about what we had
predicted. By April, the unemployment rate was almost
1 percentage point lower than can be explained by past
relationships between unemployment and GNP growth. While
it is conceivable that we could lose some of this unemployment
"bonus," we see no reason to believe that most of it will
disappear. If economic growth proceeds at about 4-1/4
percent a year in 1978 and 1979 -- our latest estimate,
assuming a $25 billion tax cut effective October 1, 1978
-- the unemployment. rate would probably decline to the range
of 5.4 to 5.7 percent by late 1979. And so, even with a
smaller growth rate than we earlier forecast, unemployment
over the next several years may end up well below the
estimates on which'the-l979 budget was based.

t?//‘ //a%57/wv‘{:§’ 4457;’9’ CS <7;357 (//,g,_’ S22
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Second, not only have food prices been increasing much
faster in early 1978 than earlier anticipated, but average
wage rates are climbing more rapidly. Even after adjustment
for the January increase in the minimum wage, the pace of
wage gains has accelerated since the first half of last
year. The sharp rise in employment and decline in unemployment
may have been a causal factor. . Even though the rapid pace

of food price increases is likely to taper off, the threat
of some acceleration in 1nf1atlon is greater than it appeared
several months ago.

In order for economic growth to proceed at a 4 to
4-1/2 percent pace in 1978 and 1979, several relatively
optimistic assumptions must be made:

o food price increases taper off, and the rate of
- inflation then stays in the 6-1/2 to 6-3/4 percent
range over the period -- despite the recent
speed up in average wage increases and a ‘ &
continuing fall in unemployment

o some further increases in interest rates occur over
the next two years, but not exceeding 1/2 to
3/4 percent; this is less than most observers
expect, given what has recently been happening to
the growth of M; and the Fed's likely reaction.

In fact, if the unemployment rate falls to the levels
in the forecast —- 5.4 - 5.7 percent by late 1979 -- there
is a very serious risk of a persistent upward drift in
inflation. Moreover, given the current economic outlook,
the growth in M;, and the prospective budget deficit, the
Fed is quite likely to tighten credit a good bit more than
we have assumed. Quite apart from the Fed, private financial
markets may project greater inflation rates and move toward
higher interest rates. As a consequence, housing construction
in 1979 could fall significantly and other economic activity
could be dampened. Since these effects are not likely to be
smooth, the projected fall in unemployment could be turned
into an increase by mid-1979. An acceleration of inflation
might then be prevented, but at very high cost.

In sum, because of the greater than expected fall in
unemployment, the recent speed up in food prices and wage
rates, and the Fed's likely reaction both to these events
and to the recent sharp growth in M;, we may very well be
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‘running into a situation in which our current economic
course becomes unsustainable: if we‘keep-on track we risk
some heating up of inflation; and we may, in any event, be
forced off the track because fiscal and monetary pollcy are
in conflict with each other.

3. Budgetary outcome

v We have assumed budget expenditures of $500 billion in
FY 1979 and $545 billion in 1980 in making our projections.
But OMB estimates that under current policies and programs --
with no cuts or additions -- expenditures in FY 1980 would

be about $560 billion. The "current policy" estimate of

FY 1980 expenditures is $17 billion higher than the numbers
contained in the January budget. .The major reasons for the
increase are: higher inflation, the 1980 effects of the
urban and higher education programs, the virtually zero
probablllty of getting from the Congress some legislated -
cuts in mandated HEW programs proposed in. the 1979 budget,
and a miscellany of small items. Thé budget can't be worked
down to a $545 level by eliminating the items which caused
the over-run. This target would have to be reached by
painful cuts. '

To meet a $545 billion target for 1980 expenditures,
all new spending initiatives would have to be foregone
and $15 billion in cuts found. To get a $15 billion cut
in expenditures by 1980, an even larger cut in program
levels would be required :

Assuming the relatively'optimistic economic projections,
enactment of the $25 billion tax cut, and the $545 billion
expenditure level, the budget results would be:

FY 1978 1979 1980 1981

(billions of dollars)

.Expendltures : 453 500 545 590
Receipts 1/ 398 437 500 462
Deficit . =55 -63 ~45 -28

1l/ We have not had time to complete the detailed review of
revenue estimates which Treasury staff normally do. The
numbers above are subject to later revision.



ADMINISTRATIVELY CONFIDENTIAL

-4

Here is where the economic and budgetary problems

intersect. Even after cutting some $15 billion from the

"current policy" expenditures, the FY 1980 fiscal program
yields a $45 billion deficit that would likely be excessive

from an economic standpoint and psychologically damaging to
financial markets. The probability of preventing an acceleration
of inflation would be low. And, with these kinds of fiscal
and economic results in prospect, the Fed would, before then,
act strongly on its own to slow the economy through higher
interest rates.

If, in the light of these problems, we wish to make any
changes in our FY 1979 fiscal policy -- openly or quletly --
two events will occur within the next seven days that give
~an urgency to any decisions: (1) The Congress must complete
action .on the first concurrent budget resolution by May 15;
and (2) The Federal Open Market Committee will be considering
what to do about monetary policy in its next monthly meeting
on May 16, and their assessment of the likely course of the
budget deficit may affect the outcome.

7 From an economic standpoint, this evaluation suggests
two courses of action:

1. Reducing the budget deficit in 1979 and 1980 below
what is currently in prospect.

2. Seeking some assurance from Chairman Miller that
the Fed would take the deficit reduction into
account in its policy decisions, particularly

..over the next couple of months which may prove
very difficult. :

Each of these approaches raises some difficult political
and bureaucratic problems: which are discussed below.

4. Reducing the FY 1979 and 1980 deficit

The House and Senate Budget Conference is scheduled to
begin on Wednesday of this week.

The House budget resolution provides for a $20 billion
tax cut effective October 1, 1978. The Senate budget resolution.
allows for a $25 billion cut effective January 1, 1979 (which
makes a $19.3 billion revenue loss in fiscal 1979).
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If the Senate accepted the lower House amount for the
size of the cut, and the House accepted the Senate's later

enactment date, the FY 1979 budget deficit could be lowered

by $9 billion —-- from our $63 billion estimate to $54 billion.
(Since both House and Senate Committees are assuming somewhat
higher GNP than we do, the deficit they show would be a bit
lower.) The 1980 deficit would be reduced by $3 billion --

from $45 to $42.

The lower tax cut, everything else being equal, would
slightly reduce the GNP growth rate and slightly raise
unemployment compared to what they would be with the
original $25 billion package. The differences would be

small. By the end of 1979, the unemployment rate would be

in the 5.6 to 5.9 percent range (instead of the 5.4 to
5.7 range).  The direct effect on inflation would also
be small -- perhaps 0.1l percent lower inflation.

But everything else is not equal. Such an action --

reducing the deficit in both 1979 and 1980 -- could give
us three possible bonuses: (a) it would increase the

credibility of our anti-inflation. efforts; (b) it increases
the likelihood of moving toward budget balance in later

"years; and (c¢) it would help strengthen the hand of

Chairman Miller to pursue a more moderate monetary policy.

It is also likely that this action would strengthen
your hand at the Summit. Given its surprisingly large
success in lowering unemployment the United States would
be moving to deal with inflation. Combined with either
legislative or administrative actions on the energy front,
the United States would be seen to be tackling its two major
problems. Conversely, we would be in a better position to
ask the Japanese and the Germans to move more vigorously on
the growth and unemployment fronts.

We think that the Chairmen of the two Budget Committees
would be sympathetic to this outcome. Two alternative
approaches are available:

1. We ask publicly for such an action (after
consultations on the Hill).

2. We encourage them quietly in this direction, and
then -- when the action is completed -- state that
in view of the most recent economic trends, we
understand and sympathize with their action.
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The first alternative has the merit of strong positive

. Presidential action against inflationary risks. ' It would

make it easier for Miller to sell his case. But given the
very short time remaining before the Budget Committees act,
it would require a very sudden reversal of an earlier

. position. The damage would almost surely outweigh the

benefits. The second alternative seems much preferable.
(We have to realize, however, that "quiet" encouragement

- could leak.)

5. Further actions

In view of the potential 1980 budget situation, and
the economic trends described earlier, still further
actions may be necessary to hold down the deficit.

To get expenditures down to the $545 billion in 1980,
some actions and announcements may have to be taken soon

-—- even before the 1980 budget is formulated. OMB will shortly

be prepared to suggest what must be done. Announcement of
those actions at an early date could help to create the
right climate for the anti-inflation program and improve
the outlook for financial markets.

Even with FY 1980 expenditures held at $545 billion,
and with a tax cut reduced to $20 billion and delayed for
three months, the deficit in 1980 ($42 billion) may still
be too large, given our potential inflation problem.

We. could aim for even lower 1980 outlays -- say,
$540 billion (yielding a budget deficit of pehaps $39
to $40 billion). The likelihood of reaching that outcome
is very low, however. (You may wish to set it as a target
in order to be more certain of ultimately getting to $545.)
The only other alternative is a still lower tax reduction.

There are two ways to achieve a lower tax reduction,
and a lower FY 1980 budget deficit.

1. Reduce the tax cut not to $20 billion but to
$15 billion. This is approximately the overall
magnitude that Ullman appears to be aiming for.
With $545 in FY 1980 expendltures, the deficit
would be $51 billion in 1979 and $39 b11110n in
1980.

2. Do not rebate the COET after the first year.
(Schlesinger says the first year rebate is
inviolable, but it might be possible to put part

ok
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or all of the subsequent years revenues into the

Treasury.) - If we move to impose an import fee,

those revenues could be put into the Treasury. We

have not yet explored the ramifications of this

possibility.

Each of these options presents political difficulties,

but we feel they must be examined in the light of our
economic and budgetary problems.

A summary of the problem

We face three major dlfflcultles in economic and
budgetary policies: :

1. The surprising developments on employment and unemployment
put us at least a year ahead. of schedule in reducing
unemployment. Moreover, the recent upcreep in the
rate of wage advance suggests that we would take risks
with inflation if we pushed the rate of unemployment
below about 5-3/4 percent. - This is not a hard and
fast boundary, and we cannot be sure of the consequences
of going beyond it. But we now have to err on the
side of caution, given the serious consequences of
an updrift in the underlying inflation rate. If our
deceleration policy is very successful, especially
with the new round of major wage settlements beginning
in 1979, we should be able to relax the constraints.

But we can't count on that now.

2. ' The sharp rise in projected outlays for FY 1980 means
that we now have virtually no room for new budget
initiatives in. the near future, and indeed must pursue
stringent budget reductions to keep w1th1n reasonable
bounds.

3. Even if we take steps to pull in the fiscal reins, and
even:if Chairman Miller himself cooperates, we cannot
be sure that interest rates will not rise sharply over
the remainder of the year. The steps outlined above
should help with the Fed, but no one can guarantee
results.

To remain healthy, our economy now has to operate
along a fairly narrow corridor between too much and too-
little growth, too much and too little fiscal stimulus.
That is the price of having reduced the unemployment rate
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to 6 percent without having gotten inflation moving down.
We have 1little room for error. We have to plan fiscal
policy almost two years in advance. Yet occasional
unanticipated events are bound to come along which
threaten to push us out of the narrow corridor. I
suspect over the .years ahead, we shall have to develop
ways of changing our fiscal plans to meet such events,
without being accused of inconsistency.



e ALTERNATIVE ECONOMIC AND BUDGET PROJECTIONS

Real GNP Growth (4Q/4Q)

Base Projections
$25 billion tax cut 10/1/78
$20 billion tax cut 1/1/79

$15 billion tax cut 17/1/79

PessimisticfProjection'
$20 billion tax cut 1/1/79

Unemployment Rate .(40Q)

Base Projections
$25 billion tax cut 10/1/78
$20 billion tax cut 1/1/79
$15 billion tax cut 1/1/79

. Pessimistic_Projectioh
$20 billion tax cut 1/1/79

Inflation Rate (4Q/4Q)

Base Projections
$25 billien tax cut 10/1/78
$20 billion tax cut 1/1/79
$15 billion tax cut 1/1/79

Pessimistic Projection
$20 billion tax cut 1/1/79

-Budget Deficit (Fiscal Year .
Unified Budget)
‘Base Projections

$25 billion tax cut 10/1/78 .

$20 billion tax cut 1/1/79
- 815 billion tax cut 1/1/79

.PeSSimistic ProjectionE o
- $20 billion tax cut'l/1/79'

1978-1981
1978 1979
4.3 4,2
4.0 4.2
4.0 3.9
3.8 2.1
5.8-6.0 5.4=5
5.9-6.1 5.6-5
5.9-6.1 5.7-6
5.9-6.1 6.2-6
6.8 6.4
6.8 6.3
6.8 6.2
7.2 7.1
-55 -63 -
-55 -54
-55 -51-
*~55 -58 .
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Basic Assumptions Behind the Projections

Wages'n

_ The basic projections. predict that average hourly ‘earnings’ increase
" ‘at 7-3/4 to 8 percent -per year, with only minimal acceleration. ~The
- - larger increases in late 1977 and early 1978 are thus attributed to the
January increase in the minimum wage. The pessimistic case assumes that
~a legitimate acceleration has already occurred in response to the. sharply
- declining unemployment rate.

Growth in Average Hourly Earnings
(Fourth Quarter to Fourth Quarter)“

1977 1978 1979 1980 1981

. Base Projections

$25 billion tax- cut 101778 7.5 8.3 7.8 7.9 - 8.0
$20 billion tax cut 1/1/79 ~ 7.7 8.3 7.7 7.8 - 7.9
$15 billion tax cut. 1/1/79 7.7 8.3 7.7 7.7 7.8
Pe331mlstic PrOJection o : o . S
$20 billion tax cut 1/1/79 7.7 8.3 - 8.4 - - 8.4 . 8.3

Farm Prices

:The: basic projections assume that food price increases subside after -
several months. . After 1978, wholéesale farm prices are assumed ‘to ‘rise .
.. 5-3/4 percent per year, approximately 1 percent to- 1=1/2 percent below
“the average: inflation rate in the economy. The pessimistic alternative SR
‘assumes that farm price increases remain in the 8 to 8-1/2 range, approx1mately,ﬂ§-;
-1 percent to- 1-1/2 percent above the corresponding average for the economy. R

‘Monetary Policy

- In the baseline projection with the full $25 billion October tax cut,
it is assumed that the Federal Reserve raises the Federal funds rate by : -
. only 1/2 percent -above its current level (from 7-1/4 percent to 7-3/4. percent),~
-during 1978. This rate is then held constant during the remainder of the
forecast horizon. This is less than most observers expect, given what
- has recently been happening to- the growth of the money supply and the R
-Fed 's likely reaction. :

. Interest rates are slightly 1ower in the baseline prOJections assuming
-$15 billion or $20 billion tax cuts effective January 1. This is solely
- due to the weaker economy and not -to a presumption of more expansive policy.:




- The pessimistic projection assumes the Fed aggressively tightens -
monetary policy in response to accelerating inflation. - The combination ..
. 0f higher inflation and tighter credit conditions cut income growth and

“weaken confidence to produce a growth recession in 1979. ‘

‘Fiscal Policy .~

- Expenditures: All of the projections begin with' the spending path described
- on.page 3 of the accompanying memo.»'Adjustments'are'then made - to reflect
.changesin the predicted unemployment rates, inflation rates, and- monetary
" policies. These adjustments are approximations which have not been
“scrutinized by OMB, yet which serve to indicate the magnitudes involved. .

. FY 1978 1979 . 1980 "f”1981'
Base PrOJectlons - o ’ - S L
'$25 billion tax cut. 10/1/78 : 453 . © 500 . - 545 :ﬁ590,f‘:-
' $20 billion tax cut 1/1/79° o 453 . . 500 . 544 - 588 - ..
- $15 billion tax. cut 1/1/79 ~  453- 500 . 544 - - 587
- Pessimistic Projection = . = - R Cee
. $20 billion ‘tax cut 1/1/79 . . . 453 503 555 . 602 -

- Receipts:: The first'projection assumes that the official Administration- _
‘ package is: enacted The alternative projections assume smaller, delayed o
_tax reductions.. - Aside from.feedback effects from the economy, - delaying

the tax cut raises FY 79 receipts by approximately: $7.5 billion. ‘A1l -

i'f-prOJections also include a "$15 billion" tax cut effective October 1,

1980, which reduces FY. 81 receipts by $13.7 billion, again before- feedback~’

effects are considered. All other. differences in- receipts reflect changesf “_,.

. 'in prices- or real incomes.

Baseline ProjectionS' » o . - R L :
825 billion tax cut.10/1/78 398 ~437 - 500 - 562
$20 billion tax cut 1/1/79 ..~ 398 o446 503 . :565

© $15 billion tax cut 1/1/79 398 449 - - 506 568

o PeSSimistic Projection . S o S
$20 billion tax cut-1/1/79 - 399 445 4912 553

. Finally, all recelpt projections are based on prelimlnary Treasury estimates
. Further work suggests all estimates may be revised down by-$1 billion to -
. 82 billion in 1978-1980, and by as much as $5 billion in FY 1981. - The large‘
1981 change is principally due to.changes in assumed energy taxes. -
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I think you
should have this for the files -
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THE WHITE HOUSE

~ WASHINGTON f’
May 10, 1978 '

7:30 p.m.

MEMORANDUM FOR THE PRESIDENT :
| FROM: FRANK MOORE

As of now, we show six still undecided on the House
Committee. need three of the six to win.

P tvhs I FOmotire :
The Speaker is working Gerry Studds (D-Mass.) and
John Cavanaugh (D-Nebraska). We will continue to
work Leo Ryan (D-California). Ryan says he is
with us but we believe he is weak and likely
to fold at the last minute.

Secretary Vance is going to talk to former President
Ford and ask him if in addition to calling Senator
Griffin he will call the three Republicans among

the undecideds,Guyer (Ohio), Bill Goodling (Pennsylvania)
and Bob Lagomarsino (California). If Ford will not

call them, the Secretary will ask him for suggestions

as to who should make these calls.

Procedurally, the vote in the House is now scheduled
for Tuesday, May 16. The House will be taking up

the Securlty ‘Assistance Bill on the floor on Thursday
and it would require a unanimous consent agreement for
the Committee to meet while the bill is on the floor.

The Senate Committee will meet in closed session at
10:00 a.m. tomorrow with the vote scheduled for noon.
We now expect an 8-8 tie which means that the motion
of disapproval is not approved and the sale stands.
Following this there is still the possibility of

a privilege motion on the floor to discharge the
Committee. We do not expect that such a motion

w1ll succeed.

This is FYI right now -- we may have to call upon
you to make some calls tomorrow.
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‘HOUSE INTERNATIONAL RELATIONS COMMITTEE

. Leaning +

+ or Undecided _
Zablocki Ryan Fraser
Fountain 93 £5tudds - P MMJ « Fascell
Diggs 83 #Tavanaugh D Rosenthal
Hamilton 19 fCuyer & ohlo . Wolfe
Collins  #Lagomarsino @ . Bingham
Meyner : 29 47Goodling £ fawnn Yatron
Pease . _ s Harrington
de la Gar:za Total 6 ’ Solarz
Danielson _ ® Bonker
Broomfield Absent Ireland
Derwinski Beilenson
Findley Nix Fowler
Buchchanan Burke
Winn Whalen
Pettis Gilman
Total 15 Total 15
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